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Report To The Congress 
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The Bureau Of Economic Analysis 
Should Lead Efforts To 
Improve GNP Estimates 

Analyses of revisions to the gross national product 
(GNP) estimates over the past 30 years show an over- 
all commendable record. The size of revisions, although 
small, was larger during periods of economic instabil- 
ity, which was troublesome to users. The GNP com- 
ponents causing most of the revisions to the esti- 
mate’s continue to present problems, and the data for 
the components have been affected by recent budget 
cuts,‘among other things. Also, current data are not 
availbble for estimating some GNP components. 

The size of revisions to GNP estimates at critical times 
for the economy has caused policymakers to question 
the reliability of the estimates. In 1977 an OMB advi- 
sory ,committee made 155 recommendations to 24 
Federal agencies to improve GNP’s data base. Leader- 
ship )INas lacking toestablish the most needed changes 
giveh limited resources. Less than one-third of the 
recommendations have been implemented. The ones 
affecting the most troublesome GNP components 
have largely not been implemented. 

The :Bureau of Economic Analysis needs to take the 
lead! in determining the cost of improving the GNP 
estimates and the likelihood that such improvements 
will hake an appreciable difference. 
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COMPTROLLER GENERAL OF THE UNITED STATES 

WASHINGTON D.C. 2M42 

To the President of the Senate and the 
Speaker of the House of Representatives 

There have been concerns in the past about the reliability 
of the GNP estimates at critical times for the economy. This 
report analyzes the revisions made to the GNP estimates over the 
past 13 years and presents our assessment of their reliability. 
It also examines the management mechanism in place to determine 
whether improvements are needed and evaluates who best should 
lead the effort. 

Copies of this report are being sent to the Director, Office 
of Management and Budget: and to the Secretary of Commerce. 

Comptroller General 
of the United States 





THE PUREAU OF ECONOrlIC 
ArlALYSIS SHOULD LEAD 
EFFORTS TO IMPROVE GNP 
ESTIMATES 

PIC;EST _--- 

?he gross national product (GNP) estimates mea- 
sure the Nation's output of final goods and 
services at their market value. The estimates 
provide an overview of current economic output 
used to predict future economic activity, assess 
the effect of Federal policies on the economy, 
and help identify needed changes. 

The Department of Commerce's Bureau of Economic 
Analysis (REA) prepares the estimates initially 
15 days after each calendar year quarter at 
annual rates. At least seven scheduled revisions 
are made to the estimates to reflect the avail- 
ability of additional data. EJumerous data are 
used to prepare the estimates, most of which are 
gathered by Federal and private organizations 
for other purposes. 

The size of scheduled revisions to GNP esti- 
mates in the early 197ns, and their occurrence 
at critical times for the economy, caused com- 
plaints from economic policymakers that led the 
Office of Management and Budget (OMR) to create 
an Advisory Committee on GNP Data Improvement. 
The committee made 155 recommendations in 1977 
to 24 Federal agencies to improve the data used 
in estimating GNP. Most of the recommendations 
have not been implemented. 

The many recommendations for improving the GNP 
estimates were made without considering which, 
given limited resources, were most needed. The 
Congress is concerned about how reliable the 
GNP estimates are in measuring the Nation's 
economic output and the effects of recent 
budget cuts that eliminated some data used for 
the GNP estimates. GAO reviewed the revisions 
to the GNP estimates for a 13-year period (1968 
to 1980) to aid the Congress in determining the 
reliability of the GNP estimates and to catego- 
rize the relative importance of the committee's 
recommendations. 
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REVISIONR TO GNP ESTIHATES 
ARE SMALL RUT CAH RE 
TROURLESOME TO USERS 

The difference between an earlier GNP esti- 
mate and a later revised estimate for the 
same period is considered an error in the 
earlier estimate. Over the 13 years, the 
scheduled revisions to earlier GNP estimates 
were small, on average less than a percent- 
age point 'and showed that the earlier esti- 
mates understated the change in economic 
activity. The earliest GNP estimates (issued 
15 days after each quarter) are subject to 
qreater error with the error being reduced in 
later revised estimates for the same period 
as better data become available. (See p. 16.) 

Another reliability test is how the size of 
the revision (error) compares to the rate of 
change in economic activity from one quarter 
to the next, which is important for users. 
The error in the earlier estimate should be 
small when compared to the rate of change from 
quarter-to-quarter in economic activity. If 
the error is large, the rate of change would 
reflect mostly error in estimating rather than 
a change in economic output. For the 13 years, 
the early estimates' error was only 21) percent 
of the rate of change in economic activity 
being measured. (See p. 16.) 

Another test is whether an estimate showed 
correctly which way the economy is going. 
Estimates that failed to show correctly when 
the economy was expanding or contracting 
(directional misses) occurred only once in 
the 13 years. (See p. 16.) 

REA's review of revisions to the GNP estimates 
for earlier periods (1947-61 and 1964-71) 
showed about the same results as GAO's study. 
Althouqh the reliability of GNP has been stable 
for over 30 years, the studies showed that the 
size of revisions, although small, was larger 
during periods of economic instability, which 
was troublesome to users. (See p. 19.) 

The estimates of the individual components of 
GNP, such as personal consumption expenditures 
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and business inventories, are important for 
users in analyzing changes in the economy. 
Revisions to the component estimates show a 
small, although larger and more troublesome 
error for users than for total GNP. As GAO 
found for estimates of total GNP, the average 
revision to earlier estimates for most of the 
components was less than a percentage point. 
However, for 14 of 27 components the error in 
the early estimates was at least 50 percent of 
the rate of economic change measured by the 
component. A higher rate of directional 
misses is also revealed at the component level, 
a lo-percent rate for 15 components including 
at least 30 percent for 5 components. (See 
p. 25.) 

GAO identified six components which are most 
troublesome in providing reliable GNP esti- 
mates. The chanqe in nonfarm business in- 
ventories, net exports, farm proprietors' 
income, and corporate profits accounted for 
relatively large revisions. These four con- 
tribute the most to the total revision, even 
though they represent a small portion of the 
total GNP. Parts of the services and State and 
local government purchases components, which 
are a sizable portion of GNP, lack data for 
quarterly estimates and are projected based on 
past changes (trended). Trending results in 
small revisions which could change if data were 
available to prepare and revise the estimates. 
(See pp. 35 and 38.) 

HOW SERIOUS ARE THE 
GNP REVISIONS? 

Analyses of revisions to GNP estimates over 30 
years show an overall commendable record. 
Users are satisfied with total GNP estimates, 
however, troublesome GNP components and recent 
budget cuts, among other things, that eliminated 
some data used for preparing GNP components 
are problems that should not be ignored. 

Prominent Federal and private users GAO con- 
tacted were satisfied overall with total GMP's 
reliability for economic policymaking and fore- 
casting. Revisions to the components GAO found 
to have relatively large revisions have caused 
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users concern on five occasions for the 13- 
year period analyzed. (See p. 23.) 

Recent budget cuts have caused reductions in 
GNP's data base including data for three of the 
four components with relatively large revisions 
and one of the components being trended. The 
data reductions' effect on GNP's reliability 
is unknown. (See p. 58.) 

No precise criteria have been set for deter- 
mining the acceptability of revisions to the 
GFJP and component estimates. Generally, the 
estimates are unreliable if they contain an 
error of greater size than the rate of change 
in economic activity being measured. MorCe 
difficult is judging whether revisions that 
are less than the rate of change, but still 
large, are acceptable. Jlany GNP component 
estimates fall in this category. 

Also, the seriousness of directional misses 
when viewed in retrospect is difficult to 
determine. Reliability guidelines and a pro- 
gram for periodic analysis of the estimates 
would help to identify needed improvements. 
(See p. 12.) 

BETTER MAMAGEMENT MEEDED 
IN DECIDING ON GNP DATA 
IMPROVEMENTS 

The Advisory Committee on GNP Data Improvement's 
recommendations provide an extensive list of 
problems with data used to estimate GNP. Over- 
siqht of the committee's recommendations by the 
Department of Commerce's Office of Federal 
Statistical Policy and Standards and now OMB's 
Office of Information and Regulatory Affairs 
has been limited and less than effective to 
assure the most needed improvements were made. 
Priorities set did not consider the most needed 
improvements and their cost when resources were 
limited. (See p. 57.) 

As of February 1982, 49 of the 155 recommen- 
dations of the committee had been fully or 
partially implemented. The data collection 
agencies generally implemented those rec- 
ommendations that cost little, benefited 
their own mission, or were easily done. 
(See pp. 48 and 51.) 
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GAO's study shows 6 GNP components are most 
troublesome in providing reliable estimates 
and that 22 of the 74 recommended improvements 
affecting them have been made. Many of the 
committee'g recommendations are directed at 
components that during the 13-year period 
examined were not a significant cause of 
revisions. (See pp. 48 and 51.) 

BEA has the expertise to further identify and 
better justify data needs for GNP and should 
take the lead in improving the GNP estimates. 
In deciding on GNP improvements, BEA needs 
reliable cost data to weigh against the gains 
anticipated. The importance of restoring 
recent reductions in GNP's data base should 
also be considered in determining the priority 
of data improvements for the GNP estimates. 
These initial steps are necessary to make 
informed judgments about additional resources, 
if any, that should be provided for affecting 
long-term improvements to GNP estimates. (See 
PP- 58 and 61.) 

RECOMMENlJATIONS TO THE 
SECRETARY OF COMMERCE 
AND TO THE DIRECTOR, OMB 

GAO made a number of detailed recommendations 
to place BEA in a leadership role for GNP esti- 
mate improvements and to provide guidance to 
REA for determining and obtaining necessary 
improvements to GNP estimates. OMB assistance 
is also requested to help BEA. (See pp. 45 
and 63.1 

AGENCY COMMENTS 

OMB and Commerce have opposing views to the 
roles GAO has outlined for the two agencies. 
OMB agrees that Commerce should take the lead 
in managing GNP improvement efforts because 
of its role as the producer and data source 
for many of the GNP components. It: also 
believes that REA is properly designated for 
identifying and justifying improvements where 
needed. On the other hand, Commerce believes 
OMR should lead because it has the authority 
to coordinate Federal statistical policy and 
it has less perceived bias. (See pp. 45 and 
64.) 
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CHAPTER 1 

INTRODUCTION 

The gross national product (GNP) estimates measure the 
Nation's output of final goods and services at their market 
value. The GNP estimates, prepared by the Department of 
Commerce's Rureau of Economic Analysis, (REA), are among the most 
important and widely used Federal economic statistics. The GNP 
l/ as illustrated on page 2 is the summary figure of the national 
income and product accounts which highlight activity in the econ- 
omy's major sectors. 

GNP estimates are scheduled to be revised to reflect new 
data that becomes available. The size of some revised GNP esti- 
mates in the past has drawn complaints from economic policymakers 
who claimed that the earlier estimates had misled their analysis 
of needed action. On other occasions, although not as critical, 
revised estimates gave a somewhat different picture of the state 
of the economy. In the early 1970s substantial revisions to the 
GNP led to the creation of an Advisory Committee on GNP Data 
Improvement. The advisory committee made 155 recommendations in 
1977 which were to be implemented over a 6-year period to improve 
the quality and timeliness of the underlying data used in pre- 
paring the GNP estimates. The recommendations were directed 
mainly at those Federal agencies responsible for collecting the 
data. It is unlikely that all of these improvements will be made 
in the future. GAO undertook an evaluation to determine whether 
there is a need for improving the GNP estimates and who best 
should lead the improvement efforts, if they are needed. 

HOW GNP IS ESTIMATED 

REA prepares the GNP estimates using a variety of data not 
designed specifically to measure the Nation's output of goods and 
services. REA constructs the GNP from numerous general, admin- 
istrative, and regulatory statistical series collected by Federal 

1 ./Technically, in the national income and product account frame- 
work, GNP represents the product side of the account and is the 
total spending of consumers, business investors, foreigners, and 
qovernments. Charges against GNP on the income side of the 
account is an alternative measure of GNP. It is measured as 
the costs incurred and profits earned during production. The 
value of total output, GNP, with the statistical discrepancy 
equals the value of claims against total product. In this 
report GNP will be used in reference to the national income 
and product account, unless otherwise noted. 
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GNP Account Framework (note a) 

Income side 

Compensation of employees 

-Wages and salaries 
-Supplements to wages 

and salaries 

Proprietors' income with 
inventory valuation and 
capital consumption 
adjustments 

-Farm 
-Nonfarm 

Rental income of persons 
with capital consumption 
adjustments 

Corporate profits with 
inventory valuation 
and capital consumption 
adjustments 

-Profits before tax: 
profits tax liability 
and profits after tax 

-Inventory valuation 
and capital con- 
sumption adjustments 

Net interest 

NATIONAL INCOME 

Rusiness transfer payments 

Indirect business tax and 
nontax liability 

Less: subsidies less current 
surplus of Government 
enterprises 

CHARGES AGAINST NET NATIONAL 
PRODUCT 

Capital consumption allowances 
with capital consumption 
adjustment 

CHARGES AGAINST GROSS 
NATIONAL PRODUCT 

Statist ical discrepancy 

GROSS NATIONAL PRODUCT 

Product side ---- 

Personal consumption 
expenditures 

-Goods: durable and non- 
durable 

-Services 

Gross private domestic 
investment 

-Structures: residential 
and nonresidential 

-Producers' durable equip- 
ment 

-Change in business 
inventories 

Net exports of goods and 
services 

-Exports 
-Imports 

Government purchases of goods 
and services 

-Federal: national 
defense and nondefense 

-State and local 

GROSS NATIONAL PRODUCT 

a/GNP component definitions are in appendix I. 

2 

.  .  
. t .  :  



agencies and private organizations. Because the data are gener- 
ally collected for purposes other than GNP, they do not always 
conform to the concepts or timing of the GNP estimates. BEA 
takes these numerous data, including some of its own survey in- 
formation, adjusts them for conceptual differences, projects 
for missing data, and thus blends the data with judgment to esti- 
mate GNP. L/ 

Since the GNP depends heavily on the output of many statis- 
tical collection activities in the Federal Government, BEA's bud- 
get does not reflect the true cost of GNP. For fiscal year 1983, 
the BEA appropriation request was $18.6 million and 448 permanent 
positions. BEA's National Income and Wealth Division which pro- 
duces the GNP estimates portion accounted for $2.6 million and 
68 permanent positions. If all of the data used to estimate GNP 
were collected solely for that purpose, the GNP's cost could be 
in the hundreds of millions of dollars. 

BEA estimates GNP quarterly and annually in current and con- 
stant dollars. The quarterly estimates are prepared at annual 
rates to make them comparable to previous annual estimates. The 
quarterly estimates therefore show what the current year's esti- 
mate would be if the other three quarters had the same level of 
activity as the quarter being measured. 

Quarterly and annual GNP estimates are revised at least seven 
times but never really become final. The preliminary quarterly 
estimates are prepared 2 weeks (15 days) after each calendar quar- 
ter's end followed by a 45-day and a 75-day revision. After the 
calendar year* the 75-day estimates for the first three quarters 
and the 15-day estimate for the fourth quarter are averaged to 
'obtain a 15-day annual estimate. The annual estimate is revised 
again when the fourth quarter's 45-day and 75-day estimates are 
prepared. The quarterly and annual estimates are also revised in 
July following the calendar year (first July estimates) and 
subsequently two more t,imes during July of the following years 
(second and third July estimates). 

Periodically, BEA performs a comprehensive revision of GNP. 
The revision, referred to as benchmark revision, follows the 

l/A more detailed explanation of GNP estimation procedure and con- 
- cepts can be found in a previously issued GAO report, "A Primer 

on Gross National Product Concepts and Issues" (GGD-81-47, Apr. 
8, 1981). Additional sources can be found on page vii of #the 
U.S. Department of Commerce publication The National Income and 
Product Accounts of the United States, 1929-76: Statistical 
Tables (Washington, D.C.: GPO, 1981). 
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Bureau of the Census' 5-year economic and agriculture censuses 1/ 
and uses new data from the censuses as well as other sources ana 
changes in definition, classification, and methodology. These 
types of changes are generally made only with the benchmark re- 
visions. The quarterly and annual estimates are revised for 
the calendar year since the last benchmark, revised again with 
the next benchmarking, and possibly again with subsequent bench- 
mark revisions. 

The revisions to the GNP estimates are timed with the avail- 
ability of additional source data. Data availability is illus- 
trated in the followinq example of the GNP product side estimates. 

The 15-day quarterly estimates are based on incomplete and 
preliminary data from various sources. BEA officials use their 
knowledqe (judgment) of the economic activity to compensate for 
the missinq data. For the third month in the quarter, the 15-day 
estimates contain 31 key components supported by either BEA's 
projections or preliminary source data subject to revision. The 
second month of the same quarter's estimate contains 24 such com- 
ponents, and the first month in the quarter contains 10. Generally 
more information becomes available for the 45-day estimates. When 
75-day quarterly estimates are made, five components--electricity, 
part of other services, farm inventories, medical vendor payments, 
and other State and local government purchases--rely on projec- 
tions and preliminary data. The table on page 5 illustrates the 
extent BEA relies on projections and preliminary data in pre- 
paring the quarterly preliminary (15~day) GNP product side esti- 
mates. 

Generally, the same source data are used for the GNP's 45- 
day, 75-day, and first July revisions. For the second and third 
July revisions, different source data become available. These 
source data include annual surveys and some totally different 
sources. For example, BEA utilizes data from the Federal Trade 
Commission and other Federal regulatory agencies in estimating 
quarterly corporate profits, but when it is revised with the 
second and third July estimates, Internal Revenue Service data 
on corporate income are used to revise annual levels. The same 
quarterly data are used in revising the quarterly changes within 
the year. 

For most GNP components, monthly or quarterly data are avail- 
able. However, there are some components for which only annual 

L/The censuses provide the most comprehensive data about the 
structure and function of the economy and include data on re- 
tail and wholesale trade, service and construction industries, 
manufactures, mineral industries, transportation, and agricul- 
ture. 
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data are available. For these components, the quarterly estimates 
are trended (projected) using data from the last year's annual 
estimates. Components trended on the product side include part of 
personal consumption expenditures for services and part of State 
and local government purchases. These two items account for about 
12 percent of GNP's product side. On the income side, the other 
labor income component of employee compensation, part of pro- 
prietors' income, rental income of persons, and net interest are 
trended and represent 18 percent of national income. 

HOW GNP IS USED 

GNP estimates have broad Federal and private sector uses. 
The early estimates l/ are used more for short-term policymaking 
and are more criticai than the later estimates, annual and bench- 
mark. For the early estimates, quarter-to-quarter percent changes 
are looked at more closely than dollar levels. The quarter-to- 
quarter changes in the GNP show what is occurring in the economy 
from one period to the next whereas the dollar level shows where 
it is at some point in time. The early GNP estimates are consid- 
ered by Federal policymakers and economists in following and 
forecasting the composition and course of economic activity for 
its effect on employment and inflation. The later revised GNP 
estimates are used for long-term analyses and projections of 
structural change in the economy. 

Although the GNP estimate is the most notable and frequently 
quoted figure, its composition is equally important to policy- 
makers and economists in analyzing economic activity. Components 
such as corporate profits and inventories are two vital indicators 
of business activity. A change in business inventories shows the 
nature of an expansion or contraction in economic activity. For 
example, an increase in business inventories in a period of de- 
clining sales could indicate an unintentional inventory accumula- 
ation with the likelihood of a subsequent decline in production. 

While the Federal users are concerned with managing the 
Nation's economy, industry users are concerned with company sales 
and profit. They relate the economywide outlook to their com- 
pany's plans for business activities such as investments and mar- 
keting programs. Commercial economic forecasting firms are also 
major users of GNP data. Their forecasting models use GNP as a 
basic framework for projections of economic activity which are 
used by the Government and industry. Other non-Federal users in- 
clude State and local governments, professional and labor organi- 
zations, academicians, and research organizations. 

&/The early estimates include the 15-day, 45-day, and 75-day 
quarterly GNP estimates. 



Although the Federal and private sector analytical uses of 
GNP are primary, additional Federal uses are made or proposed. 
For example, the Trade Act of 1974 (P.L. 93-618) specifies the 
use of annual GNP estimates in determining limitations on pref- 
erential treatment extended to countries exporting goods to the 
United States. In the Energy Policy and Conservation Act (P.L. 
94-1631, any energy conservation or rationing contingency plan 
submitted to the Congress by the President must include an eval- 
uation of its potential economic impact, including its effect 
on GNP. Proposed legislation in the 97th Congress would limit 
Federal spending to a specified percentage of GNP. 

THE ADVISORY COMMITTEE ON 
GNP DATA IMPROVEMENT 

Motivated by substantial revisions to GNP estimates in the 
early 197Os, the Office of Management and Budget (OMB) estab- 
lished the Advisory Committee on GNP Data Improvement in 1973 
to evaluate the data problems. The large revisions, although 
not unprecedented, affected the earlier estimates at critical 
phases of the business cycle and caused concern among Federal 
policymakers and economists. In the July 1971 revision, annual 
estimates of the corporate profits component for 1969 and 1970 
were revised downward ($7 billion for 1969 and $5.9 billion for 
1970). Six months later, a January 1972 downward revision of 
GNP for the second and third quarters of 1971 ($3.1 billion and 
$7.4 billion) was caused by changes to the personal consumption 
expenditures and gross private domestic investment components. 
These large downward revisions indicated less strength in the 
economy than the earlier figures had indicated. The revisions 
were attributed to weaknesses in the underlying data. The 
'advisory committee was to identify the data deficiencies, 
,determine how to eliminate them, and ascertain the cost of the 
needed improvements. It examined all GNP components. 

The advisory committee consisted of six nongovernmental 
GNP account experts who were aided by three project staff 
members from Federal agencies. The committee chairman also 
served as the project staff director. The committee members 
and their affiliation while working on the project included 
Daniel Creamer, Conference Board (Chairman); Rosanne Cole, 
International Business Machines; Edward Denison, Brookings 
Institution; Raymond Goldsmith, National Bureau of Economic 
Research; John Kendrick, George Washington University; and 
Alan Greenspan, Townsend-Greenspan, Inc. Mr. Greenspan left 
the committee in mid-1974 when he became Chairman of the 
Council of Economic Advisors. 

The advisory committee's approach to reviewing the GNP 
: data base involved the project staff consulting BEA to iden- 

tify the problem areas and the source data agencies on the 



feasibility and costs of dealing with the problem areas. The 
project staff assessed the data problems and proposed correc- 
tive measures which were reviewed and revised by the committee. 
Drafts of the report were reviewed by BEA and other appropriate 
Federal agencies. 

The advisory committee's 1977 report l/ focused on the data 
needs of the quarterly, annual, benchmark,and constant dollar 
GNP estimates. OMB's Office of Information and Regulatory 
Affairs-- the successor to OMB's Statistical Policy Division and 
Commerce's Office of Federal Statistical Policy and Standards-- 
is responsible for overseeing the implementation of the advisory 
committee's recommendations made to the Federal agencies sup- 
plying data used for GNP. 2/ The advisory committee recommended 
155 data improvements to 2a Federal agencies to improve the data 
used for GNP estimates to be implemented over a 6-year period, 
1978-83, at an estimated cost of roughly $25 million in 1976 
dollars. , According to the advisory committee, the total cost 
was based on very elementary estimating techniques, including 
considerable reliance on rules of thumb. 

The Federal agencies have fallen behind the advisory commit- 
tee's scheduled plan. When we began our study in 1981, the latest 
available data (February 1980) showed 32 recommendations were im- 
plemented and 11 partially implemented. Eighteen of the 56 im- 
provements scheduled to be implemented during 1978 and 1979 had 
been implemented. Several additional improvements directed at 
the 1977 economic censuses were implemented before the advisory 
committee study was completed. Progress in implementing the rec- 
ommendations did not improve during our study. The 155 recommen- 
dations and their status as of February 1982 are listed in appen- 
dix II. The possibility that better progress will be made in the 
future now appears unlikely because of budqet constraints. The 
advisory committee's evaluation and subsequent report did not 
attempt to single out those improvements which should be given 
the highest priority if only limited resources were available. 

l/U.S. Department of Commerce, Gross National Product Data Im- - 
provement Project Report (Washington, D.C.: GPO, 1977). 

2/The functions of OMB's Statistical Policy Division were trans- - 
ferred to the Department of Commerce in October 1977 by 
Executive Order 12013. The Office of Federal Statistical 
Policy and Standards was created within Commerce to carry out 
the Statistical Policy Division's functions. The Paperwork 
Reduction Act of 1980 (P.L. 96-511) transferred the Office's 
functions back to OMB in a newly created Office of Information 
and Regulatory Affairs effective August 23, 1981. 
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OBJECTIVES, SCOPE, AND METHODOLOGY 

Our objectives were to (1) assess the importance of the ad- 
visory committee's recommendations for improving data series 
contributinq to revisions to the GNP estimates and (2) establish 
an order of importance for implementing the advisory committee's 
recommendations. We did not attempt to rank order all the rec- 
ommendations. As the advisory committee's study resulted from 
concern over revisions to the GNP estimates, we attempted to 
identify those GNP components accounting for the larger revisions 
and the recommendations which addressed these components and to 
determine the availability of cost data for the improvements. We 
did not assess the specific merit of the advisory committee's 
recommendations as to their contributions to reducing future re- 
visions to the GNP estimates and, in that reqard, whether the 
estimated costs of the improvements are justified. 

Our work focused on analyzing revisions to the quarterly and 
annual GNP and component estimates over a 13-year period (1968 
throuqh the third quarter of 1980), determining if the recommen- 
dations were directed at the sources of the GNP revisions, ob- 
taininq the views of the agencies that provide the data for GNP 
on the need for the recommended improvements and the difficulties 
of making the improvements, and ohtaininq the views of 18 selected 
GNP users on the estimates' reliability for their uses. 

The method for examininq the revisions to the quarterly and 
annual estimates involved comparinq the early estimates for a 
reference period to the later estimates for the same period. The 
difference between the two estimates, the revision, provides a 
measure of error removed from the earlier estimates. However, 
since the later estimates may also contain error, the revision is 
only a partial error measure. It measures only that part of the 
error which was removed in the revision process. Any error which 
remains in the latest estimate cannot be measured. Since the 
amount of error in the latest estimate is very unlikely to be uni- 
form across components, the revisions should not be the sole 
criteria used in judging their reliability. Used alone, however, 
revisions do point to particular components which have relatively 
larqe revisions to earlier estimates and may need improvement. 
But this would not reveal the situation in which a component is 
never revised or revised very little because no additional 
information is available. 

In assessing the GNP and its components, we used five summary 
measures of revisions which are defined in chapter 2 as used in 
analyzinq GNP includinq their limitations. The measures include 
bias, relative bias, dispersion, relative dispersion, and direc- 
tional misses. BEA provided technical and computer assistance in 
calculatinq the summary measures. We performed tests of BEA's 
work to assure that the computations were accurate and complete. 

9 



Our starting point for the analyses, 1968, was selected be- 
cause of the desire to cover those years with revisions that 
triggered the advisory committee's evaluation. These analyses 
were used to identify GNP components with source data in need of 
improvement. The summary measures do not directly link revisions 
to the individual source data because there is more than one 
source data for the components we analyzed, and detailed records 
were not available at BEA for all the years of our study period. 
We relied on other detailed analyses of selected components and 
the knowledge and judgment of BEA officials to relate the reason 
or problem causing the revisions to the components we identified. 

The 18 GNP data users we interviewed either provide analyt- 
ical support to those who shape Federal economic policy or are 
prominent private analytical users. Federal users interviewed 
included officials from the Council of Economic Advisors, the 
Federal Reserve Board, the Joint Economic Committee, and the 
Congressional Budget Office. Private sector users included rep- 
resentatives from Townsend-Greenspan, Inc., Chase Manhattan Bank, 
General Motors Corporation, T. Rowe Price Associates, Inc., and 
The Conference Board. L/ The users expressed views of GNP's reli- 
ability similar to those obtained by the advisory committee in 
response to questions asked of GNP users. Considering the con- 
sistency of the users' views and their recognition as important 
users of GNP, we believe that a consistently different opinion 
on the reliability of GNP estimates would not be expressed by 
other GNP users. 

We performed our work at OMB's Office of Information and 
Regulatory Affairs, BEA, and the other 22 Federal agencies' 
headquarters in Washington, D.C., that provide the GNP source 
data at which the advisory committee's recommendations were 
directed. The major source data agencies include the Bureau of 
the Census, the Department of Agriculture's Statistical Reporting 
Service and Economic Research Service, the Bureau of Labor 
Statistics, and the Internal Revenue Service. We interviewed 
officials and examined records at BEA to obtain information on 
the GNP estimating procedures and revisions and the advisory 
committee's recommendations, and at the Federal source data agen- 
cies to determine the status of the recommendations and to gather 
data on their estimated cost. 

In determining the status of the advisory committee's recom- 
mendations, some judgment was required'on our part. We generally 
considered a recommendation to be fully implemented if a specific 

A/The Conference Board is a fact-finding institution which conducts 
research and publishes studies on business economics and manage- 
ment experiences. 
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chanqe in form, content, or future course was made in a program or 
source data that could be used in estimating GNP. A recommenda- 
tion was considered to be partially implemented if some specific 
action had occurred toward its completion. For instance, a recom- 
mendation was considered partially implemented if it called for 
the collection of a number of different data items and a portion 
of those iltems was collected. A recommendation was considered 
not implemented if no action occurred toward its completion. Gen- 
erally, the study, consideration, or exploration of the collection 
or tabulation of data did not qualifv as partially or fully imple- 
mented. 

We conducted a literature search to identify articles, 
studies, and research performed on the GNP to aid us in planning 
the assiqnment. We utilized two computer search systems: SCORPIO, 
maintained by the Library of Congress; and DIALOG, maintained by 
Lockheed Information Systems. Additional studies and literature 
were also provided by REA. We also conducted a search to identify 
legislation, enacted and proposed, which uses the GNP estimates 
beyond its primary use, that of an analytical nature. Two com- 
puter search systems were used: SCORPIO to identify proposed 
legislation; and JURIS, maintained by the Department of Justice, 
to identify enacted legislation. 

Our work was performed in accordance with generally accepted 
Government auditing standards. 
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CHAPTER 2 

GNP REVISIONS ARE SMALL RUT COMPONENT REVISIONS 

MAY RF UNACCEPTARLE: GUIDELINES ARE NEEDED 

The early estimates of aggregate GNP used by Federal policy- 
makers and the private sector have been historically revised by 
relatively small amounts. Although the amount of revision has 
been largely stable over the past 30 years, during recent years 
the extent of error in the early estimates has increased slightly. 
IJsers that we contacted were generally satisfied with the GNP's 
reliability but identified certain GNP account components--the 
change in business inventories, net exports, corporate profits, 
and farm proprietors' income --most frequently as being trouble- 
some. Our analysis of revisions to the GNP components showed 
those four components have relatively large revisions, contribute 
the most to revisions in the GNP account, and may fail to meet 
the Federal statistical policy directive on the release of prin- 
cipal economic indicators. Two other components' early estimates 
which were not revised excessively, personal consumption expendi- 
tures for services and State and local government purchases, have 
large gaps in data coverage and therefore also have questionable 
reliabilitv. 

The present Federal statistical policy directive on the re- 
lease of principal economic indicators does not specify precise 
guidelines of acceptable margins of revisions to the GNP esti- 
mates. The Federal directive does provide that the size of the 
revision should be small compared to the change in economic 
activity measured by a series' latest estimate. Without more 
specific guidelines, revisions analysis primarily provides a 
relative ranking of the components which contribute to revisions 
to the GNP estimates, and it provides a quantitative means of 
judging the overall reliability of the GNP components. 

HOW GNP RELIARILITY IS EVALUATED 

The GNP and component estimates lack precise error measures. 
The total error in GNP cannot be measured because the error in 
the various source data underlying the GNP cannot be added. 
Alternative means are therefore used to evaluate GNP's reli- 
ability. These include analyzing revisions to the GNP and its 
components and judging the quality of the data used to compile 
the estimates. The Advisory Committee on GNP Data Improvement 
focused on the deficiencies of the underlying data, but it did 
not report on the relative quality of the various source data 
underlying the GNP. We analyzed revisions to the GNP and its 
component estimates to provide a relative ranking of the compo- 
nents most needing improvement. The summary measures used to 
assess error in GNP and component estimates were bias, relative 
bias, dispersion, relative dispersion, and directional misses. 
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How the summary measures are calculated 

How the summary measures are calculated is illustrated in 
the following table using hypothetical percent changes in GNP for 
a 4-quarter period. 

Illustration of the Calculation of the 
Summary Measures of Revisions 

Quarter 

I 

II 

III 

IV 

Early 
estimate 

Latest Difference 
estimate (Revision) 

------------(percent change)------------ 

-1 3 -4 

1 2 -1 

3 2 1 

-2 -1 -1 

Bias -5/4 = -1.25 

Average change (latest estimate) 6/4 = 1.5 

Relative bias (-1.25/1.5)x100 = -83.3 

Dispersion 7/4 = 1.75 

Absolute average change 
(latest estimate) 8/4 = 2.0 

Relative dispersion (1.75/2.0)x100 = 87.5 

The three columns in the table show, for the four quar- 
ters, the percent change from the previous quarter as measured 
by early estimates, the latest estimates, and the differences 
or the revisions in the rate of change between the two sets of 
quarterly percent changes. The differences show that, for the 
first and second quarters, the early estimates understate the in- 
crease in GNP shown by the latest estimates. For the third quar- 
ter, the early figure overstates the increase, and for the fourth 
quarter the early figure overstates the decrease compared to the 
latest figure. 

Bias and dispersion indicate the average revisions in the 
change in GNP. Bias indicates whether the early estimates tend 
to overstate or understate the rate of change compared to the 
latest estimates. Bias is the net average of the differences 
in the rate of change in GNP measured by the early and latest 
estimates. 
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In the illustration, bias is calculated by totaling the differ- 
ences between the early and latest estimates (-5) and dividing by 
the number of quarters (4) to obtain a negative bias of 1.25 per- 
centage points. Dispersion indicates the average overall extent 
of revision to the estimates. It is the absolute average revi- 
sion, that is, disregarding whether revisions are plus or minus. 
Thus, the calculation would be the same as for bias except that 
the differences are totaled without regard to sign. In the il- 
lustration, the total of the differences (7) is divided by the 
quarters (4) to obtain a dispersion of 1.75 percentage points. 

Relative bias and relative dispersion compare the average 
revisions in the change in GNP to the average change measured by 
the latest estimates. In the illustration, relative bias is bias 
(-1.25) divided by the net average change shown by the latest 
estimates (1.S) multiplied by 100 to equal minus 83.3 percent. 
The net average change in the latest estimates (1.5) is derived by 
totaling the percent changes (6) and dividing by the number of 
quarters (4). As relative bias relates to bias, so does relative 
dispersion to dispersion. Relative dispersion is dispersion 
(1.75) divided by the absolute average chanqe, disregarding signs 
shown by the latest estimates (2.0) multiplied by 100 to equal 
87.5 percent. The absolute average change in the latest estimates 
(2.0) is derived by totaling the percent changes, disregarding 
signs, (8) and d ividing by the number of quarters (4). 

Directional misses indicate the extent that the early esti- 
mates of change in the economy showed an increase or decrease in 
economic activity when the latest estimates showed the opposite 
change. Misses are calculated as the number or percent of times 
an early estimate shows the direction of change to be different 
than the latest estimate. In the illustration, one directional 
miss occurred for the first quarter where the early estimate 
showed a decrease and the latest estimate for the same quarter 
showed an increase. 

The summarv measures have limitations 

The summary measures provide guidance in assessing the likely 
size of revisions to the early estimates and provide some indica- 
tion of the relative reliability of GNP and its various compo- 
nents. These measures provide the most quantifiable method to 
evaluate GNP's reliability. 

Revisions analysis, however, using the five summary measures 
should not he considered a complete test for assessing GNP accu- 
racy. It has limitations. Comparing early to later estimates 
shows the amount of error taken out of the early estimates when 
it is assumed that the later estimates are more accurate, but 
presently no means exists for measuring the extent of error in 
the later estimates or for determining if the later estimates 
actually are better. The summary measures also only attest to 
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the reliability of GNP component series which are revised using 
presumably better data. Other series which are trended because 
no data becomes available may show small revisions and thus appear 
to be reliable. Another limitation is that the summary measures 
do not relate the size of revisions to the relative levels of the 
components. 

Probably the most serious shortcoming of the summary measures 
to assess the reliability of aggregate GNP arises from the GNP 
estimation/revision process itself. As revisions are made, the 
various underlying components are revised up or down, perhaps by 
large amounts. In the compilation process, however, these upward 
and downward revisions tend to offset one another. Summary error 
measures for GNP alone thus are inadequate for assessing GNP 
reliability because they overlook the extent of-error in the 
component estimates from which GNP is compiled. Focusing solely 
on the GNP revisions thus may lead to conclusions about GNP's 
reliability that could be different if a broader study of the 
components' revisions is undertaken. 

Besides the limitations which one must be aware of when 
using the summary measures, another problem which arises is the 
lack of a guide to use in gauging the GNP's reliability. By 
analyzing the summary measures' computations, one can only com- 
pare the relative reliability of one component series to another. 
No definite quantitative guideline is established to judge whether 
'GNP or any of its component series standing on their own are 
'acceptable. However, Statistical Policy Directive No. 3, January 
11981, administered by OMB's Office of Information and Regulatory 
#Affairs, provides some guidance. Bias and relative dispersion are 
ithe measures used to assess revised Federal economic indicators' 
suitability for release. The directive states that 

"preliminary estimates for series that represent 
principal aggregates should not be issued until 
the agency is reasonably confident that the 
difference between preliminary and final figures 
will be small relative to average period-to- 
period change." 

The directive goes on to relax this guideline for subaggregates 
and states that series regularly showing significant bias in one 
direction more than another should be corrected. The directive 
does not specify what extent of revision is small for GNP, its com- 
ponents, or the revised source data series underlying the GNP. 

Even without a definite guideline, there are cases where com- 
ponent series standing alone clearly do not meet acceptable mar- 
gins of revision. An example would be a component series with a 
relative dispersion of 100 percent. The acceptability of this 
series' future early estimates would be severely harmed because 
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any change in economic activity measured by the series has a 
fairly good chance of being revised by the entire amount of such 
change. 

AGGREGATE GNP ESTIMATES 
SHOW SMALL REVISIONS 

HEA's early estimates of the GNP aggregates used to gauge 
the economy's performance were revised by relatively small amounts 
over our 13-year study period. The margin of error as measured by 
the revisions has increased slightly over the last two decades. 
The successive revisions to the GNP estimates have further removed 
error from earlier estimates. 

Early GNP estimates revised 
by small amounts 

Our analysis showed the early estimates of quarter-to-quarter 
change in current and constant dollar GNP, the GNP implicit price 
deflator-- the ratio of current to constant dollar GNP--and national 
income were revised by relatively small amounts. The following table 
shows the summary measures of revisions to the quarter-to-quarter 
percent changes for the differently timed GNP aggregate estimates for 
the 13-year period. 

Summary Measures of Revisions in Quarter-to-Quarter 
Percent Change in GNP Aggregates 

1968-1980 

D~fterentlv tlmed estimates 
Rrlatlve 

BlaS Dispersion bias - --- -. 

GNP ~n current dollars 
15.day-latest 
45.day-latest 
1st July latest 

22 42 
15 .39 

- 07 .26 

-95 
-63 

2.9 

16 0 
16.6 
110 

1 2 
1 2 

0 0 

GNP I” constant I19721 dollars 
15 day.latest 13 44 
45.day-latest 09 43 
1st July-latest .oo 31 

19.3 400 3 6 
127 391 0 0 

00 26 5 0 0 

GNP ImphI price deflator 
15.day-latest 

45.day latest 
1st July-latest 

.09 22 
06 22 
07 19 

-56 138 0 0 
-37 13.6 0 

4.9 12.0 0 ii 

NatIonal wzome I” current 
dollars Inote al 

45 day-latest 
75.day-latest 
1st July-latest 

14 39 -61 16.6 0 0 
13 40 -55 17.0 0 0 
03 27 -11 11.1 1 3 

theretore. 

16 

Relatwe 
dlrpewon Directional misses 

( N&ii:f) (t21”dl”.‘:rs) 
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Revisions to quarter-to-quarter changes in the GNP aggregates 
are emphasized primarily because they are the measures most rele- 
vant for policymaking and they receive the most press coverage. 
The early estimates of quarterly current dollar GNP at a sea- 
sonally adjusted annual rate and constant dollar GNP, which is GNP 
adjusted for price changes, are the most widely publicized fig- 
ures. Theaimplicit price deflator is also publicized. The national 
income figures, which first appear a month later than the 15-day 
GNP, are not widely publicized but are an important measure of 
aggregate earnings. 

Bias and dispersion for the 15-day, 45-day, and first July 
estimates of quarter-to-quarter percent change in the GNP aggre- 
gates were all less than 1 percentage point. Our selection of 
the 1 percentage point revision is not meant as a standard to 
judge the estimates' reliability. We selected it as a means of 
contrastinq the relative size of revisions which are fractional 
and those involving larger units. Over the 13-year period ana- 
lyzed, the earlv current dollar GNP estimates' revision exceeded 
1 percentage point on only four instances. The 15-day current 
dollar GNP estimates' revision exceeded 1 percentage point for 
three quarters while the 45-day current dollar estimates' revision 
exceeded 1 percentage point only once. The earlier estimates 
tend to understate quarterly changes as measured by the latest 
revised estimates for' the period studied. This bias and the total 
extent of the revision tend to diminish from the 15-day to the 
first July estimates. 

The qraph on page 18 illustrates the differences in the 
quarter-to-quarter percent change in current dollar GNP measured 
by the 15-day, 45-day, and latest benchmark estimates. The total 
error (dispersion) is indicated by the area between the broken 
lines representing the earlier estimates and the solid line rep- 
resenting the benchmark estimates. The early estimates' negative 
bias is indicated by the broken lines lying below the solid line 
over most of the 13-year period. The error in the early esti- 
mates is most obvious for the later quarters of 1968 and 1971. 
The early estimates' negative bias is most obvious for 1974 
through mid-1975. 

Relative bias and relative dispersion for the GNP aggregates 
Were also relatively small. The larger figures for constant dol- 
lar GNP's relative bias and relative dispersion are due to de- 
flating the average change while the average revision remains rel- 
atively stable. In other words, the average percent change used 
to calculate the relative measures was deflated while the bias 
and dispersion of the average percent change, as those measures 
show, were unaffected by the deflation. 

17 



Quarter-To-Quarter Percent Changg& 
Gross National Product In Current Dollars 

1968-1980 
10 

BENCHMARK REVISION 

*-~~~~~~~~~~. 45-DAY REVISION 

.*..a . . . . . . . . * . . . . s.... . . . . . . . . . . . . . . . 15-DAY ESTIMATE 

5 

iii 
(3 

2 

= 0 

z 

ii i 
a 
W 
n 

-5 

-10 

(QUARTERS) 



The GNP aggregates showed few directional misses. The 
constant dollar estimates missed the direction of change on three 
occasions or 6 percent of the quarters. All three of the misses 
occurred with the 15-day estimates. Current dollar GNP's 15-day 
and 45-day estimates each had one directional miss and the first 
July estimate of national income had one. 

GNP error has increased 
slightly over recent years 

Further analysis of the GNP revisions indicates that the ex- 
tent of revision has increased for the more recent years' esti- 
mates, but the increase has been slight. The revisions also tend 
to be relatively larger over periods of time experiencing more 
economic instability. However, the overall extent of error in the 
early GNP estimates measured by the revisions remains relatively 
small. 

The results of our analysis were compared to those of previous 
REA studies. l/ The table on page 20 shows the summary measures 
of revisions To 45-day quarterly current dollar GNP from the three 
studies that covered different time periods. The comparison shows 
an increase in the extent of revision to the GNP estimates from 
BEA's latest study to the one performed by GAO. The two studies 
show that while the estimate's negative bias has not worsened, 
the dispersion or total estimation error has increased from the 
previous to the most recent study. The 45-day estimates' revi- 
sions were compared because Mr. Jaszi analyzed only 45-day com- 
pared to the latest estimates for the 1947-61 period. 

l/George Jaszi, "The Quarterly National Income and Product 
- Accounts of the United States, 1942-62," in Studies in Short- 

Term National Accounts and Lonq-Term Economic Growth, ed. 
Simon Goldberg and Phyllis Deane, Income and Wealth, 11 (New 
Haven: International Association for Research in Income and 

National Technical Information Service, July 1974). 

.litv of Wealth, 1965) pp. 100-187. Allan H. Young, Reliabi 
the Quarterly National Income and Product Accounts of the 
United States, 1947-71, U. S. Department of Commerce Bureau 
of Economic Analysis Staff Paper No. 23 (Washington, D.C.: 
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Summary Measures of Revis ions 
in Quarterly Percent Change in 45-Day GNP Estimates 

Summary measures 
Jaszi Young GAO 

1947-61 1964-71 1968-80 

Bias -.17 -.15 -.15 

Dispersion .68 .24 .39 

Relative bias -11.0 -8.0 -6.0 

Relative dispersion 35.0 13.0 17.0 

Directional misses (note a) 8 0 2 

a/Expres&ed as percentage of quarters. - 

The increased error observed by our more recent study may be 
affected by the economy's behavior in the more recent years. Ac- 
cording to BEA officials, estimating GNP is easier during periods 
of relative economic stability. Comparing the three periods stud- 
ied, Jaszi's 1947-61 period had four recessions, Young's 1964-71 
period had one recession, and our period had three recessions. 
The period analyzed by Young was the most stable and exhibited 
the smallest GNP revisions. With the period we analyzed being 
less stable, a larger extent of revision could be expected. 
During less stable times early projections for missing data are 
less likely to be correct. 

The increase in error in the early GNP estimates over recent 
years is also evident when the summary measures of revisions for 
our 13-year period are calculated for two equal subperiods. Larger 
revisions occur in the more recent period. The following table 
shows revision measures for current dollar GNP calculated sepa- 
rately for 1968 to mid-1974 and mid-1974 to 1980. This analysis 
shows an increase in both the understatement (bias) and total . 
error (dispersion) in the estimates for the more recent subperiod. 
It also shows that the 45-day estimates of GNP change are better 
than the 15-day estimates. 
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Summary Measures of Revisions in 
Quarterly Percent Change in GNP 

for GAO Studv Subperiods 

15-day-latest 45-day-latest 
Summary measures 1968-74 1974-80 1968-74 1974-80 

Bias -.18 -.26 -.12 -.17 

Dispersion . 36 .48 .33 .44 

Relative bias -8.0 -10.0 -6.0 -7.0 

Relative dispersion 17.0 19.0 15.0 18.0 

Another analysis compares the 45-day, first July, and second 
July current dollar GNP annual estimates to the benchmark esti- 
mates for the benchmark years. The analysis shows the earlier 
estimates for the most recent benchmark year less precise than for 
the previous benchmark years. The table below shows the annual 
GNP estimates for 1972 varied more from the benchmark year esti- 
mate than for 1967 and 1963. 

Annual GNP Estimates as a Percent of the 
Benchmark Estimates 

Benchmark years 45-day 

1963 98.7 

1st July 

98.5 

2nd July 

99.4 

1967 99.0 99.6 100.1 

1972 97.9 98.2 98.5 

GNP error is reduced with 
successive revisions 

Early GNP estimates are subsequently revised to take advan- 
taqe of additional statistical information. Preliminary data which 
are subsequently revised and data which were unavailable at the 
time the estimates were first prepared are used in the later esti- 
mates and in many cases replace the BEA estimators' judgment. Our 
analysis of quarterly and annual GNP estimates shows this process 
to be qenerally successful. 

The Advisory Committee on GNP Data Improvement recommended 
that BEA institute a set of GNP estimates to be released 75 days 
after each quarter's end to provide a more accurate current 
quarterly GNP estimate. BEA began releasing the 75-day estimate 
with the third quarter of 1977. Our analysis shows that the 
additional revised estimate has provided a more accurate estimate 
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of qllarter-to-quarter change in GNP. As shown in the table below, 
bias and dispersion calculated for the three early estimates of 
current dollar GNP indicate a qain in accuracy in the 75-day fig- 
ures. WC did not attempt to determine whether this gain is sig- 
nificant or the estimate current enouqh to he useful. 

Summary Measures of Revisions in 
Quarterly Percent Change in GNP 

1977-1980 

Differently timed 
estimates - 

15-day 

Bias Dispersion 

-.19 -37 

4S-day -.13 .35 

75-day -.lO . 30 

Our analysis of annual current dollar GNP estimates also 
shows the success of subsequent revisions and demonstrates the 
impact of the later available source data on the estimates. As 
shown in the table below, the bias and dispersion diminishes by 
over 50 percent from the 15-day to the third July revision. The 
amount of reduction in the revision measures from the first July 
to second July indicates the impact of introducinq data from the 
Census Bureau's annual programs and the Internal Revenue Service's 
statistics of income program into the estimates. 

Summary Measures of Revision in 
Annual Percent Change in GNP 

1968-1979 

Differently timed 
estimates Bias Dispersion 

15-day -.47 .58 

45-day -.47 .57 

1st July -.34 .51 

2nd July -.15 .24 

3rd July -.lO .25 
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USERS ARE SATISFIED WITH 
GNP's RELIABILITY 

Although users have been dissatisfied with large GNP revi- 
sions in the past, users we contacted and those contacted by the 
Advisory Committee on GNP Data Improvement in 1973 were generally 
satisfied with the aggregate GNP estimates' reliability. The 
users, however, did identify certain GNP component estimates as 
being troublesome. 

The 18 Federal and private users we contacted had no problems 
with the early GNP estimates' reliability for economic policy- 
making and forecasting. Many of the users routinely review the 
major monthly economic data used to estimate and revise GNP and are 
able to anticipate the direction of BEA's estimates and revisions. 

Only three of the users identified instances where earlier 
estimates were misleading. Those instances, however, involved GNP 
components rather than aggregate GNP. Two users were concerned 
when revised data on investment spending for the late 1970s showed 
considerably larger levels than earlier estimates, and one re- 
called a large July 1974 upward revision to the fourth quarter of 
1973 and the first quarter of 1974 early estimates of the change 
in business inventories. A recent report prepared for the 
Congressional Joint Economic Committee also indicated that the low 
investment estimates misled economic policy discussion in the 
Government. l/ However, no user we contacted could define how the 
economy was affected by the wayward estimates. 

The users we contacted were generally not familiar with GNP's 
complete data base or estimating methodologies. Users' lack of 
detailed knowledge of BEA's data sources and methods and their 
frustration when they need to know BEA's procedures caused the 
ddvisory committee to recommend that BEA prepare and publish a 
handbook of methods. BEA is presently preparing the handbook. 

The users identified several GNP components as being trouble- 
$ome. These included the change in business inventories, net ex- 
ports, corporate profits, and farm proprietors' income components. 
Residential and nonresidential structures and State and local 
government purchases were also singled out as unreliable by more 
than one user. 

L/Maintaining the Quality of Economic Data, a study prepared for 
the use of the Joint Economic Committee, Congress of the United 
States, November 27, 1981, U.S. Government Printing Office, 
Washington, D.C., pages 10 and 11. 
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A survey of selected GNP users conducted by the advisory 
committee at the beginning of its evaluation in 1973 yielded sim- 
ilar results. The majority of the 59 users responding to the 
advisory committee's questionnaire viewed the early aggregate GNP 
estimate as not being troublesome. However, users did have con- 
cerns about the size of revisions to certain GNP components. The 
users most frequently identified the change in business inven- 
tories, net exports, corporate profits, and business fixed invest- 
ment (nonresidential structures and nonresidential producers' dur- 
able equipment) as components with the most troublesome revisions. 
Users we contacted almost a decade later singled out the first 
three of these as having the weakest earlier estimates. 

Users the advisory committee surveyed who had trouble with 
revisions described the problem differently. Some found redoing 
tables and charts to incorporate the revised data a nuisance. 
Others thought their initial forecast based bn the early esti- 
mates was a wasted effort because it had to be revised. Some 
forecasters said that large revisions caused them to have to re- 
think changes in the economy. Some users, however, had no prob- 
lem with revisions because they normally review much of the same 
monthly survey data that REA uses to revise the early estimates. 

Although users GAO and the advisory committee contacted were 
qenerally satisfied with GNP's reliability, on some occasions 
larqe revisions to the GNP estimates could have affected apprais- 
als of the economy. During the 1968-80 period we analyzed, large 
revisions caused users' concern on five occasions. 1/ Each time, 
these revisions involved the components identified by users con- 
tacted by either us or the advisory committee. Corporate prof- 
its was the source of the large revision of July 1971. Revised 
data on nonfarm business inventories and retail trade was the 
source of the January 1972 revision. The inventories data again 
was the source of the July 1974 large revision. The July 1974 
revision also involved a substantial revision to the farm pro- 
prietors' income estimates. Finally, the source of the larqe 
revision of July 1977 was chanqes in estimates of personal con- 
sumption expenditures for services, fixed investment, and nonfarm 
business inventories. 

Users do not always become concerned about relatively large 
revisions. Our analysis showed that relatively large revisions 
occurred more frequently than the times users expressed con- 
cerns over the revisions. The 15-day change in nonfarm business 
inventories estimates' compared to the latest estimates had 8 
out of 50 quarters with revisions greater than the absolute 

. 

l/The nature of these revisions ih further described in a GAO 
report entitled "A Primer on Gross National Product Concepts 
and Issues" (GGD-81-47, Apr. 18, 1981) page 24. 
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average change shown by the latest estimates. The 15-day farm 
proprietors' income and the 45-day corporate profits estimates 
had, respectively, 19 and 12 out of 50 quarters with revisions 
greater than the average change. Large revisions to these compo- 
nents are thus apt to occur more often than when users become 
concerned. The users' concerns about the revisions were raised 
for times when the economy was falling into or recovering from 
a recession, as was the case for the 1969 and 1973 declines and 
the 1970 and 1975 recoveries. 

Our analysis shows that the GNP aggregates are revised on 
the average by small amounts and that users are seldom concerned 
about these revisions. The summary measures for the GNP aggre- 
gates, however, are based on the sum of the various components 
which make up the total. In summing the components, equally large 
negative and positive revisions could cancel themselves out and 
make the aggreqate measure viewed alone appear reliable. Further 
analysis shows that many of the underlying GNP components, in- 
cluding those components identified as troublesome by users, are 
revised by relatively large amounts. 

REVISIONS TO FOUR GNP COMPONENTS 
MOST AFFECTED GNP ESTIMATES 

Although our analysis of the GNP aggregates showed small 
revisions, over half of the underlying components had relatively 
'larqer revisions. Four of these components account for a large 
'part of the total revision. Two additional components comprising 
12 percent of GNP's product side are lacking new or revised data 
to make quarterly estimates and are projected on the basis of past 
chanqes (trended). For that reason those components have rela- 
tively small revisions, and the size of revision is not an appro- 
priate test of their reliability. 

GNP components with relatively 
larqe revisions 

The GNP components with relatively large revisions fall on 
both the product and income sides of the GNP account and include 
the majority of the 27 components. Most of the components' early 
estimates understated the quarter-to-quarter rate of change shown 
by the latest estimates (bias), by less than 1 percentage point. 
However, 13 components show a dispersion greater than 1 percentage 
point. The relative dispersion for 14 components was at least 50 
'percent and for 4 additional components, it was at least 30 per- 
cent. Twenty-one components had directional misses. Fifteen of 
these components had misses for at least 10 percent of the quar- 
ters, including 5 components at a rate more than 30 percent. 
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Product side 

Most of the components on the product side of the GNP account 
as shown by the table on page 28 had relatively large average re- 
visions when compared to revisions to the GNP aggregates. Seven 
of the 14 components show a dispersion qreater than 1 percentage 
point for the differently timed estimates. The early fiqures for 
residential farm structures deviated most from the latest esti- 
mates. The change in farm and nonfarm business inventories and 
net exports components early estimates were together revised on 
the averaqe by about $7 billion or qreater than the $5.9 to $6.6 
billion average revision to the aggreqate GNP for its early esti- 
mates. Percent change measures were not calculated for those 
three components. The early estimates for residential farm struc- 
tures and net exports were the most biased; both tend to under- 
state the chanqe measured by the latest estimates. Durable goods 
had a dispersion near 1 percentage point for its differently 
timed estimates. The nondurable goods, services, and State and 
local purchases components were the series revised by compara- 
tively small amounts. 

Relative dispersion contrasts the amount of error in the 
early estimates with the change measured by the latest revised 
fiqures. It is considered one of the more stringent reliability 
tests and is used to assess revised Federal economic indicators' 
suitability for release in Statistical Policy Directive No. 3. 
Many of the series may exceed the Federal directive which states 
that the average revision should he small relative to the average 
chanqe. For example, eiqht of the product side components had a 
relative dispersion qreater than SO percent and two additional 
components were qreater than 30 percent. 

State and local qovernment purchases and personal consumption 
expenditures for services show considerably smaller average revi- 
sions than other product side components. The quarterly percent 
chanqes for those two components, however, are based in part on 
BRA's trendinq of annual estimates rather than on monthly or quar- 
terly data observations. Trending assumes a constant quarterly 
rate of change to achieve some estimated annual rate of change. 
Currently about 29 percent of the value of services or 9 percent 
of GPJP is based on a BEA trend. About 25 percent of State and 
local purchases or 3 percent of GNP is trended. The lack of 
forthcominq quarterly data upon which to base further revisions 
to the trended areas has a stabilizing influence on further revi- 
sions to the services and State and local purchases components. 
They are revised little because BEA estimators do not have data 
for quarters for which they are estimatinq. Minimal revisions. 
in these cases may not indicate that the estimates are accurate. 

Eleven of 14 product side components had directional misses. 
Seven of those components' earlier estimates missed the direction 
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of change in the economy at least 18 percent of the time for the 
13-year period. These included nonresidential structures, res- 
idential farm structures, change in nonfarm and farm business 
inventories, net exports, and Federal defense and nondefense 
purchases. The'l5-day estimates of farm business inventories 
missed the direction of change 46 percent of the time. For the 
15-day estimates of residential farm structures, change in non- 
farm business inventories, and net exports the estimates missed 
the direction of change at least 30 percent of the time. 

The change in business inventories and net exports were two 
of the product side components which users we contacted identified 
as heinq troublesome. The behavior of these two components' early 
estimates is illustrated by the graphs on pages 29 and 30. The 
early estimates of the dollar change in the change in nonfarm busi- 
ness inventories, which impacts most on business inventory change 
revisions, differed most from the benchmark for the earlier years 
of the 13-year period. The early estimates for 1974 and later 
years tracked the movements in the series similar to the benchmark 
for most of the quarters covered. However, the 15-day estimates 
had noticeable directional misses in 1977 and 1980. The early esti- 
mates of net exports also differed most from the benchmark during 
the late 1960s and early 1970s, but during the mid and late 1970s 
the early estimates were either too high or too low by several 
billions of dollars on various instances. 
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Income side 

Six components on the income side of the GNP account also had 
relatively extensive revisions as shown by the table on page 32. 
Farm and nonfarm proprietors' income, rental income, corporate 
profits, net interest, and business transfer payments all show a 
dispersion qreater than 1 percentage point. The 15-day farm 
proprietors' income and 4S-day corporate profits estimates had the 
larqest dispersion, about 8.5 and 3.4 percentage points, respec- 
tivelv. Corporate profits data are not available for the 15-day 
estimates. Six of the components had a dispersion less than 1 
percentaqe point. Government and other wages and salaries showed 
the smallest dispersion--less than . 35 percentage points for the 
15-day estimates. Income side components with capital consumption 
adjustment were excluded from the analysis because their estimates 
were available only since 1976. 

When relative dispersion is considered, the same income side 
components that have dispersion greater than 1 percentage point 
also have comparatively large relative dispersions, greater than 
49 percent. The two components with the largest dispersions, 
farm proprietors' income and corporate profits, also have large 
relative dispersions. The 15-day farm proprietors' income esti- 
mates were revised by almost the same amount (98 percent) as the 
8.6 averaqe percent change in the series. The 45-day corporate 
profits estimates were revised by almost 67 percent of the 5.1 
percent average change. These two components may also exceed the 
Federal guideline for published economic indicators as well as 
nonfarm proprietors' income, rental income, net interest, and 
subsidies. 

Ten of 13 income side components had directional misses. The 
early estimates of farm proprietors' income, corporate profits, 
and subsidies most often missed the direction of change when com- 
pared to the latest estimates. The 15-day estimates of farm pro- 
prietors' income missed the direction of change 36 percent of 
the time while the 4S-day estimates of corporate profits and the 
lS-day subsidies estimates' each missed 24 percent of the time. 

Farm proprietors' income and corporate profits were two in- 
come side components identified by the users we contacted as 
being troublesome. The difficulty with these two components' 
early estimates correctly trackinq movements in the economy is 
illustrated in the qraphs on pages 33 and 34. The early farm 
proprietors' income estimates often failed to track movements 
measured by the benchmark. While the 15-day and the 45-day esti- 
mates were usually the same or very similar, the benchmark as 
shown differs by up to 27 percentage points with many opposite 
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changes from the early estimates. The early corporate profits 
estimates also failed to track movements measured by the bench- 
mark. The most severe problems occurred for the early quarters of 
1969, mid-1971 and 1972, early 1973, late 1974, early 1976, and 
early 1977. As with most of the GNP component series, the more 
recent estimates after 1977 appear to improve, but the early and 
benchmark estimates for those more recent quarters are both based 
primarily on the same source data. 

Revisions to year-to-year changes in GNP and component esti- 
mates, shown in appendix III, show generally the same pattern as 
the quarterly product and income estimates. The quarterly compo- 
nents with large revisions normally have large year-to-year change 
revisions, while the quarterly measures with small revisions also 
normally have small annual revisions. Appendix III also shows the 
summary measures and the range of revisions for the differently 
timed quarterly and annual estimates for the GNP aggregates and 
all the GNP account components we analyzed. 

Four components contribute 
most to revisions 

Only a few of the components that make up GNP account for a 
large part of the total revision. The total dollar amount of re- 

vision to each GNP component taken as a percentage of the total 
'dollar amount for all of the components on each side of the GNP 
:account, respectively, shows which components contribute most to 
revisions in the account for the 13-year period we analyzed. The 
tables on pages 36 and 37 show the distribution of the total re- 

vision for the product and income sides of the account and the 
:components' relative size in GNP. The product side analysis is 
abased on revisions to the 15-day and 45-day estimates. For the 
lincome side, revisions to the 45-day and first July estimates were 
used because they were more complete and comparable. 

Four of the smaller components of the GNP account contribute 
most to the total dollar amount of revision. Revisions to the 
change in nonfarm business inventories and net exports together, 
which are about 2 percent L/ of the GNP account's product side, 
accounted for about 32 percent of the total revision to the 15-day 
and 45-day estimates. Farm proprietors' income and corporate 
profits represent about 8.5 percent of GNP account's income side 
and accounted for over 40 percent of the total revision. About 30 
percent of the total revision in the 45-day income side estimates 

~ l-/The percent represents an absolute amount to present a more 
realistic picture of the size of the nonfarm business inven- 

I tories and net exports components. 



Distribution of GNP Product Side 
Components and Revisions 

1968-1980 

Product side components 

Durable goods 

Nondurable qoods 25.6 

Services 

Nonresidential structures 4.1 

Nonresidential producers' 
durable equipment 

Residential nonfarm 
structures 

Residential farm 
structures 

Residential producers' 
durable equipment 

Change in nonfarm 
business inventories 

Change in farm business 
inventories 

Net exports 

Federal defense purchases 

Federal nondefense 
purchases 

State and local government 
purchases 

Percent 
of GNP 

(note a) 

7.9 

30.3 

7.1 

3.6 6.5 6.6 

.l 

.l 

-. 5 

-. 1 7.2 7.7 

1.6 13.1 11.1 

5.0 5.7 5.8 

2.4 6.2 6.3 

12.8 

a/1980 third quarter GNP estimates. - 
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Percent of total revision 
(15-day) (45-day) 

6.3 7.0 

8.9 8.8 

8.2 7.9 

4.9 4.3 

7.0 7.2 

1.0 1.1 

.2 .l 

19.6 20.7 
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Distribution of GNP Income Side 
Components and Revisions 

1968-1980 

Income side components 

Waqes and salaries- 
qovernment 

Waqes and salaries-other 

Employer contributions for 
social insurance 

Other labor income 

Farm proprietors' income 
with inventory valuation 
adjustment 

Nonfarm proprietors' 
income with inventory 
valuation adjustment 

:Rental income of persons 

Corporate profits with 
inventory valuation 
adjustment 

Net interest 

Business transfer payments 

'Indirect business tax and 
nontax liability 

Subsidies less current 
surplus of qovernment 
enterprises 

Capital consumption 
allowances 

Percent 
of GNP 

(note a) 
Percent of total revision 

(45-day) (1st July) 

9.6 3.2 2.8 

41.1 11.5 11.9 

4.4 

5.3 

2.4 

3.5 

2.9 

4.1 

1.1 13.5 13.6 

4.2 5.9 7.1 

2.5 3.7 5.3 

7.4 

7.0 

.4 

8.2 

29.9 

9.9 

1.0 

4.1 

26.8 

8.8 

1.3 

3.6 

.2 

8.6 

3.3 3.7 

8.1 8.1 

a/1980 third quarter GNP estimates excluding the statistical 
discrepancy. 
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was attributed to corporate profits alone. Other wages and sala- 
ries, net interest, and capital consumption allowances component 
revisions also had a large relative effect on the total income 
side revisions. 

Possible sources of error in 
the most troublesome components 

Given the extent of revisions to the four components--change 
in nonfarm business inventories, net exports, farm proprietors' 
income, and corporate profits-- improving their reliability may 
offer the greatest opportunity for reducing the size of future 
GNP revisions. Overall GNP improvement, however, may also re- 
quire closing important data gaps in the early estimates. While 
our revisions analysis shows the apparent weaknesses in those 
four components' early estimates, our analysis further shows that 
the personal consumption expenditures for services and State and 
local government purchases components, which are not excessively 
revised, are also of questionable reliability because of the 
lack of data needed to prepare and revise the estimates. Parts 
of those two components which lack subannual data and are pro- 
jected on the basis of past changes account for 12 percent of the 
GNP account's product side. 

The possible sources of error in those six components in- 
clude the basic source data, adjustments made for coverage and 
definitional differences between the data and GNP requirements, 
adjustment for seasonal variation, and BEA's projections for 
missing data. Additional analysis of the components provides 
some insight to the problems. 

Census Pureau data contributes 
to nonfarm business inventories 
revisions 

The source of the relatively large revisions to the change 
in nonfarm business inventories has been identified as the Census 
Bureau's inventory data. According to a Census Bureau official, 
"Measurement of inventories and their changes has always been 
one of the most troublesome problems in economic statistics* * *." 
The Advisory Committee on GNP Data Improvement found that the 
large revisions in the change in nonfarm business inventories 
resulted from the revision of Census Bureau manufacturing and 
trade inventories data as distinct from the inventory valuation 
adjustment prepared by BRA. 

BEA officials also view the Census Bureau's manufacturing 
and trade book value inventories data as the predominent source 
of the large revisions to the change in nonfarm business inven- 
tories measured in early GNP estimates. BEA provided a compar- 
ison of the GNP component and Census Bureau data to demonstrate 
the point. According to BEA officials, the following table , 

38 



indicates that the revisions in annual GNP change in nonfarm busi- 
ness inventories resulted largely from revisions of the Census 
Rureau's hook value estimates of manufacturing and trade inven- 
tory change. Over recent years the Census Bureau has made im- 
provements to its inventory data, but problems remain. Reporting 
for the Census Rureau's monthly survey is voluntary and many busi- 
nesses do not keep monthly inventory records. 

Comparison of Annual 45-Day and Benchmark 
Estimates of Inventory Change in Census 

Bureau's Data and GNP 
1972-1978 

Revision to GNP Revision to Census Bureau change 
change in nonfarm in book_ value manufacturing 

Year business inventories and trade inventories 

-----------------------(billions)--------------------------- 

1972 S-4.0 $-3.7 
1973 -7.9 -6.3 
1974 -4.1 -6.1 
1975 -6.0 -7.6 
'1976 -2.8 -4.7 
,1977 -3.8 -5.2 
:1978 -5.4 -4.7 

Seasonal adjustments and lack of data 
are primary cause of net export revisions 

According to a BEA official, large revisions to quarterly net 
exports result from revised seasonal adjustment factors for mer- 
chandise exports and imports data and the lack of early data on other 
exports and imports. Our analysis of revisions to the subcomponents 
behind the net exports estimates confirms that the revisions cannot 
be attributed solely to revisions to the Census Bureau's merchandise 
exports and imports statistics, to REA service and income trade 
data proqrams (other exports and imports), nor to either exports 
or imports estimates. The revisions to net exports as shown in 
the followinq table are affected by revisions to all of these. 
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Dispersion in Quarterly 15-Day, 45-Day, and 75-Day 
Compared to Latest Estimates of Percent Change in Net 

Components Exports 
1976-1980 

(note a) 

Net exports components 

Exports of goods and 
services 

15-day 45-day 75-day 

1.29 .90 .92 

Merchandise exports 1.79 1.07 .84 

Other exports 2.04 1.81 2.03 

Imports of goods and 
services 1.61 1.33 1.19 

Merchandise imports 2.22 1.61 1.55 

Other imports 2.02 1.74 1.69 

a/The 4-year period covers the second quarter of 1976 to the 
second quarter of 1980. Data was not available prior to 
1976 to make the definitional changes for the detailed sub- 
components. 

Census Bureau monthly data on export and import merchandise 
trade are the only source data used for estimating merchandise 
exports and imports in GNP. For this reason a BEA official 
believes updating seasonal adjustment factors causes large 
merchandise revisions. The reduction in the dispersion for ex- 
ports and imports from the 15-day estimate to the 75-day esti- 
mate results from introducing complete data for all 3 months 
of the quarter. Much of the remaining difference between the 
75-day and the latest estimate and any subsequent revisions to 
the early estimates results from revising seasonal adjustment 
factors. According to a REA official, the volatility of the 
merchandise trade series results in large revisions to the 
seasonal adjustment factors. The current state of the art in 
seasonally adjusting time series, the official noted, presents 
no solution to the problem of large revisions caused by updating 
seasonal factors. Any additional revision of the merchandise 
trade estimates may be due to reconciling United States and 
Canada export and import data. The advisory committee recom- 
mended that a more extensive bilateral merchandise trade recon- 
ciliation program with Canada, which had been done in the past, 
be restored. 

Early estimates of other exports and imports are revised by 
relatively large amounts because the early estimates are "guessti- 
mates" rather than based on actual data. The 15-day figures for 
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these subcomponents are BRA's projections, while the 75-day esti- 
mates are based on preliminary figures from BEA's services and 
investment income trade programs. Final data from the REA pro- 
grams are not brought into the estimates until the first July re- 
vision. According to REA, seasonal adjustments to other exports 
and imports are stable and do not have a larqe effect on revi- 
sions. 

Farm proprietors' income projections 
lack adequate estimation methods - 

Prospects for obtaining good quarterly farm proprietors' in- 
come estimates are dim. The present quarterly estimates are 
projections based on annual survey data prepared for GNP by the, 
Department of Agriculture's Economic Research Service. Accord inq 
to Service officials, the quarterly farm income estimates are 
based on predictions of farm output, prices, and production 
expenses. Given the nature of farming, which is seasonal and 
affected by unpredictable occurrences such as weather and pests, 
actual output, prices, and expenses may vary considerably from 
earlier predictions. 

Economic Research Service officials also believe that col- 
lecting quarterly data from farmers could be a futile effort. 
Farm operations differ at various times of the year. Expenses 
are incurred at different times for different crops in different 

regions. Furthermore, farmers would not be prepared to report 
I quarterly. For this reason the Department of Agriculture times 
I its annual economic survey of agriculture so that it is done 
I after farmers have prepared their tax returns. Some quarterly 
I data probably could be collected, but a quarterly farm survey 
I would be different from other business surveys. Different infor- 
'mation would be reported in different quarters. REA officials' 

contend that the farmers' reporting problem is the only valid 
reason why a quarterlv farm survey could not be done. 

The current quarterly farm proprietors' income and inventories 
projections being prepared by the Economic Research Service for 
REA are not used by the Department of Agriculture. Accordinq to 
Service officials, preparing the quarterly estimates is a statis- 
tical exercise which is done solely for REA. 

Corporate profits data are not 
adequately defined to use in GNP 

Large revisions of quarterly corporate profits estimates were 
the result of inadequately defined rather than inaccurate data. 
Our analvsis of revisions to corporate profits by industry esti- 
mates, which are based on different data sources for different 
industries, shows that no one data source is dominant in contrih- 

) utinq to the revision. Except for data on Federal Reserve banks, 
) all of the industry data shown in the following table are revised 
1. by relatively large amounts. 
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(note a) 

Percent of total 
corporate profits 

(note h) 

Domestic industries 84.2 

Financial 14.7 

Federal Reserve banks 5.8 

Other 8.9 

Nonfinancial 69.5 

Manufacturing 35.0 

Wholesale and retail trade 10.4 

Transportation, 
communications, and 
electric, gas, and 
sanitary services 11.5 

Other 12.7 

Rest of world 15.8 

Dispersion 

3.79 

3.33 

.85 

5.09 

4.12 

5.31 

12.59 

7.05 

4.64 

6.73 

a/The 4-year period covers the first quarter of 1976 to the 
second quarter of 1980. Data was not available prior to 
1976 to make the definitional changes for the detailed sub- 
components. 

b/1980 third quarter corporate profits estimates. 

According to REA officials, the large revisions to corporate 
profits result from the early estimates being based on book prof- 
its while the later revised estimates are based on tax return 
profits reported to the Internal Revenue Service. For GNP's use, 
tax return profits are appropriately defined and are available 
for all industries. Rook profits data, however, which are pre- 
pared for shareholder's reports, are not available by industry 
and must be adjusted to the tax return definition. To make this 
adjustment for the earlier estimates accurately, REA needs infor- 
mation that explains how and why book profits differ from tax 
profits. 
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Services and State and local 
government purchases lack 
sufficient data 

Personal consumption expenditures for services and State and 
local government purchases are two components having large data 
claps. Sizable portions of their quarterly estimates, 29 and 25 
percent, respectively, are trended or, more precisely, are pro- 
jected on the basis of past changes. Federal economic data, par- 
ticularly in the service industries, as expressed in the comment 
of an economist testifying on the quality of Federal statistics 
before the House Subcommittee on Census and Population on March 
16, 1982, are like an ancient map: they contain large unexplored 
areas. 

The problems with the services and State and local purchases 
data base as outlined in the Advisory Committee on GNP Data 
Improvement's report is the lack of monthly or quarterly data and 
the reliance on trending. In the services area, no data exist on 
professional services, nonprofit organizations, tenant rentals, 
and private education services. Aside from payroll and construc- 
tion spendinq, few monthly or quarterly data exist on purchases 
of State and local governments. As a result, the quarterly GNP 
estimates of services and State and local government purchases 
are based heavily on trends and judgment. 

ONCLUSIONS 

The averaqe amount of revision to the aggregate GNP estimates 
has been relatively small and has remained stable over the years. 
However, the small GNP revisions could be influenced by larger off- 
setting revisions to the components of GNP. For that reason, the 
size of the revisions to the aggregate GNP estimates should not 
be viewed alone to attest to GNP's reliability. Over one-half of 
the components which make up the GNP account have been revised by 
larger amounts than aggregate GNP. Paramount among those, four 
components --the change in nonfarm business inventories, net ex- 
ports, farm proprietors' income, and corporate profits--contribute 
a large part to the total revision. The reliability of changes 
indicated by these components' early estimates is questionable 
since during our 13-year study period their average revisions were 
ilarge compared to the rate of change shown by their latest esti- 
hates. 

Revisions analysis has limitations and should not be con- 
'sidered as a complete test for reliability of the GNP components. 
'Certain components showing relatively small revisions, such as 
personal consumption expenditures for services and State and local 
government purchases, are based heavily on trending. Without data 
to make the early estimates, the reliability of those component 
'estimates is uncertain. 
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The GNP estimates improved with the availability of addi- 
tional information, but the earlier estimates tended to be less 
reliable during periods of economic instability. Reliable esti- 
mates are more difficult to provide when the economy is experi- 
encing change, such as going into or recovering from a recession. 
In such situations, early projections for missing data are more 
difficult to correctly anticipate. 

GNP users have been occasionally concerned about revisions. 
Although the concerns were infrequent, the revisions involved 
occurred when the economy was falling into or recovering from a 
recession. Users we contacted had no problems with the size of 
revisions to aggregate GNP for policymaking and forecasting, al- 
though they did identify the four components shown by our revi- 
sions analysis to have relatively large revisions as being trou- 
blesome. The users were generally not familiar enough with the 
statistical and methodological machinery underlying the GNP to 
judge the need for detailed improvements to the source data. 

Revisions analysis, which BEA has conducted in the past, is 
a useful tool for BEA to identify problem components in the GNP 
account. An analysis such as the one performed by GAO, which 
is more limited in scope than BEA's prior evaluations in regards 
to the components covered and estimates compared, could comple- 
ment BEA's more extensive studies and be performed after each 
benchmark revision to provide data on a more current basis on 
improvements needed. See page 46 for the principal differences 
between GAO's limited analysis and BEA's more detailed analysis. 

Revisions analysis could be a more useful management tool 
if guidelines were available to determine acceptable margins of 
error for GNP and its components' estimates. The guidance pro- 
vided by Statistical Policy Directive No. 3, administered by 
OMB's Office of Information and Regulatory Affairs, which is 
for principal Federal economic indicators, is too general for 
determining the limits of acceptability for revisions to the 
GNP estimates. For example, our analysis showed the early 
estimates of many GNP components are revised on the average 
somewhere between 50 and 100 percent of the change measured by 
those components' latest estimates. The policy directive pro- 
vides that the revision should be small relative to the change 
being measured, which could be interpreted to mean that the 
early estimates of many of GNP's components are unacceptable. 

Research is needed to determine the feasibility of developing 
guidelines for acceptable revisions to the GNP estimates. The 
guidelines would not be expected to serve as precise standards, 
but rather as a flag for BEA management to consider the need and 
practicality of improving the GNP estimates. Other factors to 
consider would include the significance of the GNP component 
affected relative to other GNP components, the needs of users, 
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the cost of the improvement, and the likelihood of significantly 
improving the quality of the estimate. 

RECOMMENDATIONS TO THE 
DEPARTMENT OF COMMERCE AND 
THE OFFICE OF MANAGEMENT 
AND BUDGET 

We recommend that the Secretary of Commerce and the Director, 
OMB, determine the feasibility of developing guidelines of accept- 
ability for the GNP estimates and its components. We believe 
Commerce should take the lead in this project because of BEA's 
expertise in developing estimates of GNP. Also, the development 
of guidelines should consider the views of selected government and 
private users of the estimates. 

Also, we recommend that the Secretary of Commerce direct BEA 
to conduct and publish periodic analyses of the GNP account esti- 
mates, including an analysis of the revisions similar to the one 
performed by GAO, to determine the need for improvements and to 
evaluate the success of improvements already made. Such analyses 
should identify the sources of error in components needing improve- 
ment and be performed minimally following each benchmark revision. 

AGENCY COMMENTS AND OUR 
EVALUATION 

Commerce and OMB agreed that attempting to develop guidelines 
for acceptable revisions to the GNP estimates and its components 
would be worthwhile. (See app. IV and V.) Commerce cautioned us 
on the problems in attempting to measure the error in GNP estimates 
that would place limitations on the usefulness of guidelines for 
acceptable quality of the estimates. The problem of measuring 
total error in the estimates and other limitations of analyzing 
revisions to the GNP estimates are recognized in the objectives, 
scope, and methodology section of our report (p. 68) and pages 12, 
14, and 1S of chapter 2. The fact remains that analyzing the re- 
visions is the most quantifiable method of identifying data weak- 
hesses, as OMB and BEA recognize. BEA has used revisions analysis 
for two previous studies to assess the reliability of the GNP 
estimates. 

If guidelines can be developed, the problems of assessing the 
significance of evaluation results and prioritizing the improve- 
ments needed would be helped. For example, in our analysis of the 
revisions there was no established guide to use in determining 
whether the total GNP or any one of its components' estimates were 
unacceptable. Our analysis showed some component estimates were 
revised by relatively large amounts, but there was no gauge to 
compare the components' revisions against to determine whether a 
problem or potential problem might exist. The establishment of 
buantitative guidelines could act as a catalyst, the first step 



in flaqqinq estimates of questionable reliability so that in- 
quiries will be initiated to determine whether improvements 
can be made and whether their costs are reasonable in light of 
the potential improvements expected. Because of the limitations 
of revisions analysis, REA may wish to include in the guidelines 
other indicators for flagging questionable estimates such as 
whether current data are available to prepare quarterly esti- 
mates, and indicators of the quality of data that are available 
such as its completeness, relevancy, and timeliness. 

Concerninq the frequency to evaluate the quality of the 
GNP estimates, Commerce commented that a full-scale review of 
the revisions may be more appropriate every 10 years rather than 
everv 5 vears, given the limited number of quarterly observations 
(31)) between each benchmark. A full-scale review of the revisions 
would entail (1) reviewinq additional component series beyond 
those reviewed bv GAO, (2) analyzinq a lonqer time period 
(heqinninq with 1947), and (3) comparinq additional variations 
of the component estimates, such as 15-day to 45-day, 75-day, 
and first July, whereas GAO only compared each differently timed 
estimate to the latest available. 

We aqree that a full-scale review of the revisions would be 
preferable everv 10 years, and we have clarified our earlier pro- 
posal to show that we were referrinq to a more limited analysis 
as performed hv GAO. The limited analysis we envisioned need 
not be limited to only those periods between the benchmarks 
but could inclllde, for example, the last 10 years since the 
most recent benchmark with focus on the most current 5-year 
period. Such an analysis conducted after each benchmark would 
(1) provide current information for supportinq GNP data needs, 
(2) help to monitor the impact of changes in the statistical 
environment, such as budget cuts to statistical programs and 
their impact on the GNP estimates, and (3) provide users with 
the errors associated with the major components on a more 
tinelv basis. 

Commerce and 0MR pointed out that the scope of our work 
would not provide a comprehensive listing of improvements needed 
for the GNP estimates because of the limitations of revisions 
analysis. As previously stated, our report acknowledges the 
limits and advantaqes of revisions analysis as an evaluation 
tool. 

OMF identified several weaknesses in data that it believed 
would not be detected by revisions analysis, such as adjust- 
ments to data for inadequate coveraae and biases introduced 
throuqh imputations for missinq data values. To the extent 
that improved data becomes available for the differently timed 
GNP estinates, revisions analysis will detect how well REA 
compensates for the potential data problems that OMR believes 
are not considered by our evaluation. See paqes 1 throuqh 6 
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for an explanation of the differently timed GNP estimates and 
the availability of more complete data to revise earlier GNP 
estimates. small revisions to the earlier estimates may 
mean that BEA's adjustments are adequately overcoming the 
data deficiencies and that improvements to the source data 
may not be necessary. 

Related to OMB's point on data deficiencies not being 
detected by revisions analysis, Commerce pointed out that 
there are GNP components that have small revisions because 
of the lack of monthly or quarterly data to produce revised 
estimates. Our report on pages 38 and 62 recognizes that 
such components are important to consider for GNP data 
improvements. 

Commerce commented that our report focuses exclusively 
on the need for improved source data and how cutbacks are 
damaging the estimates and does not recognize the greater 
damage to GNP's usefulness caused by a slowdown or cessation 
of developmental work. The scope of our work focused on the 
GNP estimates as presently defined. It did not include re- 
viewing developmental work to improve the GNP estimates, 
such as conceptual changes. Chapter 7 of our report "A 
Primer on Gross National Product Concepts and Issues" 
GGD-81-47, April 8, 1981, discusses conceptual issues for 
GNP, such as including in the estimates the value of non- 
market production of households and goods and services pro- 
duced by the subterranean economy. Among the developmental 
work, the Deputy Director, BEA, noted that measuring the 
subterranean activity is now its highest priority. Re- 
search is important and should be considered in any compre- 
hensive ranking of opportunities to improve the GNP esti- 
'mates. The recommendations on page 63 of our report, in 
accordance with the scope of our work, are directed at 
determining the feasibility, worthiness, and affordability 
of improving those portions of the existing GNP data base 
that are problems or concerns for BEA as identified by our 
study. It would be expected that Commerce would in the 
grand scheme of its operations weight the importance of 
these GNP improvements against other activities to benefit 
the GNP estimates. 

The results of our revisions analysis show which GNP com- 
ponents contribute most to revisions to the GNP estimates. The 
following chapter reviews the overall status of the Advisory 
Committee on GNP Data Improvement's recommendations to improve 
the underlying data used in estimating GNP. Emphasis is placed 
on those recommendations directed at the components we found 
most troublesome. 
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CHAPTER 3 

THE BUREAU OF ECONOMIC ANALYSIS SHOULD BE THE 

FOCAL POINT FOR EFFORTS TO IMPROVE GNP ESTIMATES 

OMB's Office of Information and Regulatory Affairs and its 
predecessor's oversight of the implementation of the recommenda- 
tions made by the Advisory Committee on GNP Data Improvement has 
been less than effective in assuring the most needed improvements 
were made. Twenty-four Federal agencies have been largely on 
their own to implement the recommendations with little guidance as 
to their relative importance. Overall, implementation of the rec- 
ommendations has not proceeded according to the 6-year time sched- 
ule the advisory committee established for OMB. As of February 
1982, 106 of the 155 recommendations were not implemented, in- 
cluding the majority of the 74 recommendations to improve the 
data for those GNP components identified by GAO as having the 
largest revisions or data gaps. Not only has progress been poor 
in improving the GNP source data but reductions have been made 
to the statistical programs of the various Federal agencies 
which provide the GNP data because of recent budget cuts. 

Unless management changes are made to place BEA in a leader- 
ship role, it is unlikely that the most important improvements, 
or any improvements, will be made in the future. BEA has the 
expertise to determine and justify improvements that could be 
made to the numerous source data used for producing GNP estimates. 
Information is needed on the cost of improvements recommended by 
the advisory committee and gains anticipated to decide on the 
merit of funding improvements to GNP's data base. 

LITTLE PROGRESS MADE IN IMPLEMENTING 
THE ADVISORY COMMITTEE'S RECOMMENDATIONS 

Of the 155 recommendations made by the advisory committee in 
its 1977 report, 106 have not been implemented. Of the remaining 
49 recommendations, 37 have been fully implemented and 12 par- 
tially implemented. The table on page 49 shows the status of the 
recommendations by Federal agencies as of February 1982. Appendix 
II provides the status of each recommendation by Federal agency 
and the GNP component estimate affected. 

. 

Seventy-four of the advisory committee's recommendations, al- 
most one-half, were directed at the GNP components we found most 
troublesome-- nonfarm business inventories, net exports, farm pro- 
prietors' income, corporate profits, and parts of personal con- 
sumption expenditures' services and State and local government pur- 
chases. Twenty-two of those 74 recommendations have been either 
fully or partially implemented. The table on page 50 shows 
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Status of the Advisory Committee on 
GNP Data Improvement's Recommendations -- 

by Federal Agencies 

Federal aqencies ..---- Number Implemented implemented implemented 

Department of Commerce 
Rureau of the Census 
Rureau of Economic Analysis 
Industry and Trade Administration 

Department of Defense 
Corps of Enqineers 
Office of Assistant Secretary 

of Defense 

Departnent of Labor 
Rureau of Labor Statistics 
Employment and Traininq 

Administration 
Labor-Manaqement Services 

Administration 

Department of Treasury 
Internal Revenue Service 
Comptroller of the Currency 
Rureau of Alcohol, Tobacco, and 

Firearms 
Office of Assistant Secretary 

(International Affairs1 

Department of Aqriculture 
Economic Research Service 
'Statistical Reportinq Service 

Department of Health and Human 
ReSOUKCeS 

'Health Care Financinq 
Administration 

Social Security Administration 

Interstate Commerce Commission 

Federal Home Loan Bank Board 

Department of Energy 
Enerqy Information Administration 

Federal Reserve Hoard 

Federal Deposit Insurance Corporation 

office of Manaqement and Budqet 
$ffi.ce of Information and 

Requlatory Affairs 
:Office of Federal Procurement 
: Policy 

64 15 
24 7 

1 0 

1 

3 

0 

3 

11 

1 

1 

6 1 
1 0 

1 0 

2 0 

3 
15 

3 

2 

2 

1 

2 

3 

1 

3 

1 

3 
3 

1 

n 

0 - 

37 

Federal Trade Commission 3 

Totals 155 

Status 
Partially -xx- 

3 
3 
0 

0 

0 

4 

0 

0 

1 
0 

0 

0 

0 
0 

0 

0 

0 

0 

1 

0 

0 

0 

0 

0 - 

12 = 

46 
14 

1 

1 

2 

0 
12 

2 

1 

3 

106 
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the status of those recommendations and the agencies expected to 
make the data improvements. The largest number of recommendations 
are directed to the Census Bureau, BEA, the Internal Revenue 
Service, and the Statistical Reporting Service. 

Status of Advisory Committee Recommendations 
Addressing Troublesome GNP Components 

Federal agencies 

Bureau of the Census 

Bureau of Economic Analysis 

lndustw and Trade Administration 

Office of Assistant Secretan/ 
of Defense 

Bureau of Labor Statistics 

Internal Bevenue Service 

Comptroller of the Currency 

Office of Assistant Secretary 
(International Affairs) 

Economic Research Service 

Statistical Repomng Service 

Health Care Financing 

/ 

Adminbtration I 

Federal Home Loan Bank Board 

Energy Information 
Administration 

Federal Reserve Board 

Federal Deposit Insurance 
Corporation 

Federal Trade Commission 

Totals 

Legend: t 1 Fully impbmented 
I I Partblly impbmsnted 

-- 
13(211 1 I 

3 Ill 

l(l) 

5 

5121 

1 

211) 

1 

2 

1 

1 

l(1) 

1 Ill 

1 

1 

I-- 

~C~Il~l 

--- 

'1wl1l ESP 

/ 
8. 4? 

3 -- 
28 l5)lll 

8 ul111 

1 

2 (11 

2 

4 (11111 

1 

2 

3 (31 

14 (3) 

3 12) 

1 (11 

1 Ill 

1 

1 

2 --- 

7_4’lj”~l 
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The total recommendations implemented are almost evenly di- 
vided between the six components we identified as most troublesome 
and other components. Eighteen of the 37 fully implemented rec- 
ommendations and 4 of the 12 partially implemented recommendations 
addressed five of the six components we identified. The remaining 
19 fully implemented and 8 partially implemented recommendations 
affected 10 other components. Four of those 19 implemented rec- 
ommendations fell into a category which did not address any one 
specific component, such as preparing 75-day GNP estimates. The 
following table shows the distribution of the recommendations 
already implemented to improve the GNP components that did not 
fall into the category of most troublesome. 

Recommendations to Improve Other GNP Components 

GNP components 

Durable and nondurable 
goods 

Personal consumption expenditures 
for services (part) 

Residential nonfarm 
~ structures 

Nonresidential structures 

Producers' durable equipment 

Federal defense spending 

Wages and salaries-other 

Employer contributions for 
social insurance 

Capital consumption allowances 

(Other 
I 

Totals 

L 

Ii 

FEDERAL AGENCIES HAVE NOT AND IN 
ALL LIKELIHOOD WILL NOT IMPLEMENT 
ALL THE RECOMMENDATIONS 

The Federal agencies to whom the advisory committee's rec- 
ommendations were made could not or were not willing to implement 
most of the recommendations because the improvements were either 

Implemented 
Partially 

implemented 

2 2 

4 2 

1 

3 

1 

1 

2 

1 

4 - 
19 8 - 
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not needed for their purposes, because of lack of funding, and/or 
because of data collection difficulties. According to agency 
officials, they have generally implemented those recommendations 
which involved minimal cost, benefited the agency's own mission, 
and/or could be easily implemented. Most of the improvements made 
were already recognized by the agencies as changes needed for 
their proqrams. The majority of the recommendations which address 
the six components we have identified as most troublesome are 
amonq those that have not been implemented. 

Cost data on those recommendations that have not been imple- 
mented as well as those that have been implemented were generally 
not available. Cost data was not developed in those cases where 
the implementation of the improvement was not being pursued or not 
easily identifiable. Cost estimates provided by agencies were 
based mainly on their educated guesses or were not current, some 
dating back to the mid-1970s. Although cost were generally con- 
sidered minimal for those improvements which have been made, it 
could not easily be determined in most cases either because the 
improvement made for GNP was part of a much larger improvement 
project or it was absorbed in the agency's existing program. In 
fact, most of the costs for these improvements were absorbed by 
the aqencies within their existing funding. 

The recommendations which have not been implemented focus 
mainly on the Census Bureau, BEA, the Statistical Reporting 
Service, the Bureau of Labor Statistics, and the Internal Revenue 
Service. Those five agencies account for almost 80 percent of the 
recommendations which have not been implemented and 81 percent of 
those addressinq the most troublesome GNP components. Fifteen 
additional aqencies account for the remainder. The agencies' 
plans, if any, for implementing the advisory committee's re- 
maining recommendations and cost data available follow. The 
cost data in many cases represent a "guesstimate" and should be 
used with caution. 

Bureau of the Census 

Census Bureau officials cited lack of funds as a major rea- 
son for not implementing 18 of 46 recommendations. Seventeen 
were rejected, in part, due to data collection difficulties. For 
example, the Bureau's 1976 Recordkeeping Practices Survey, con- 
ducted as part of the 1977 economic censuses program, showed that 
at least three improvements could not be made because companies 
either did not have the information or did not maintain records 
which would allow the collection of data as the advisory committee 
recommended. Other recommendations directed to the Bureau were 
not implemented, according to agency officials, due to little 
interest by other users, alternative proposals, respondent burden, 
and other miscellaneous reasons, such as low agency priority and 
leqislation which precluded data collection. 
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The Bureau requested funds for GNP data improvements for 
fiscal years 1977 through 1981, but all were rejected by the 
Conqress. No funds were requested for fiscal years 1982 and 
1983. The House of Representatives Committee on Appropriations 
denied the Bureau's 1980 request for $1.9 million to improve the 
quality of data used in developing the GNP estimates because it 
was not convinced by the Bureau's presentation that problems in 
the GNP estimates were of sufficient magnitude to warrant such 
a request. Included in the request was $206,000 for restoring 
the bilateral trade reconciliation program with Canada (net ex- 
ports component), $343,000 for a quarterly survey of State and 
local government expenditures and nontax revenues (State and 
local government purchases component), and $145,000 to speed up 
the delivery of retail and wholesale trade data (change in non- 
farm business inventories component). 

Cost data on the recommendations which have not been imple- 
mented by the Bureau were available for over half of the recom- 
mendations. Bureau officials were able to provide us with cost 
estimates on 24 of the recommendations totaling almost $9 million. 
However, these cost estimates were not all at current dollars, and 
some were made in earlier years and have not been updated. 

Bureau of Economic Analysis 

BEA has not implemented 12 of its 14 recommendations for a 
variety of reasons. BEA found no need to implement five of the 
recommendations, alternatives were proposed for two, data col- 
bection difficulties accounted for two, and a lack of funds was 
cited for three recommendations. One of the recommendations, 
tihich was not implemented due to lack of funding, affects net 
exports. It pertained to conducting a survey on private interna- 
tional transactions for miscellaneous services of U. S. busi- 
nesses. According to a BEA official, the agency supports the 
recommendation but has never requested the $250,000 to perform 
the survey. Another recommendation pertaining to improving 
BEA's plant and equipment survey has failed to receive funding 
in the past. A request for $604,000 was rejected by OMB in 
fiscal year 1982, but BEA has included it in the budget request 
for 1983. 

BEA is planning to implement the remaining two recommenda- 
tions in the near future. They concern (1) analyzing revisions 
in the detailed GNP components in successive annual revisions 
and (2) assessing the reliability of detailed annual figures for 
publication including an indication of recent errors in esti- 
mation. According to a BEA official, BEA is planning to do an 
extensive revisions analysis in 1982 for both the quarterly and 
annual estimates. Lack of funding will delay the project because 
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staff will have to work part-time on this project. These improve- 
ments will be worked on at those times which are not consumed with 
developing the GNP estimates. 

Cost information was provided to us by a BEA official on the 
five recommendations for which BEA either lacked funding or is 
planning, to implement. Three of the recommendations would cost 
about $1.2 million to implement while the two recommendations to 
be implemented in the near future would be made with minimal ad- 
ditional cost usinq existing resources. For the remaining nine 
recommendations, cost data were not available because BEA had no 
plans to implement them. 

Statistical Reportinq Service 

The chances that the Department of Agriculture's Statistical 
Reporting Service will implement its remaining 12 recommendations 
are small, except for one. Department officials cited either data 
collection problems or no independent need for the recommended im- 
provements for 11 of the recommendations. Department officials 
s,aid they were planning to implement one of the recommendations by 
speedinq up the annual economic survey of agriculture for its use 
in the first July revision. Implementation of this recommendation 
would satisfy an existing 1956 agreement between OMB and the 
Departments of Agriculture and Commerce that a single set of 
estimates be published on farm income estimates. The agreement 
called for the Department of Agriculture to provide the farm in- 
come estimates to BEA in time for the first July revision of GNP. 

Cost information on the Department's unimplemented recommen- 
dations is sketchy. Department officials could provide us with 
estimates on only four of the recommended improvements that to- 
taled about $10 million annually. 

'Bureau of Labor Statistics 

The Bureau of Labor Statistics cited no independent need 
and/or lack of funding as reasons for not implementing its seven 
recommendations. The agency is not pursuing the implementation 
of these recommendations. For example, one recommendation called 
for speeding up the collection of fourth quarter wage data from 
the unemployment insurance system. Agency officials cited some 
improvement in collecting the data from the State Employment 
Security Agencies, its partners in the Federal/State cooperative 
program. However, recent funding cuts to the Department of 
Labor's Employment and Training Administration which funds the 
State agencies to collect this data will adversely affect the 
State agencies' reporting time. Cost data on the recommendations 
were not available. 

. 
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Internal Revenue Service 

The principal reason for the Internal Revenue Service not 
implementing three of the recommendations is funding. One 
additional recommendation would require a change in tax reporting 
for corporations, and the Service had no plans to change the form 
to implement the recommendation. In 1978 the Director of the 
Internal Revenue Service's Statistics Division stated that in 
liqht of the division's budget situation, the Service's needs 
must he met first with existing funds and they could not justify 
the advisory committee’s recommendations at that time. He also 
stated that the impetus for making use of Internal Revenue Service 
data to improve GNP must come from outside the agency and that it 
must also include a provision for adequate funding. 

Currently, according to Service officials, the inability to 
obtain increased fundinq, decreased staff, and increased workload 
within the Statistics Division have placed their basic statistical 
proqram in jeopardy and only those programs which will benefit the 
Treasury Department will be funded. Funds for other enhancements 
must come from outside the agency. 

Cost data on the recommendations were available, although not 
current. For the most part, cost estimates were based on 1977 
dollars. For the four recommendations not implemented, the total 
cost estimate ranged from about $1 million to $1.4 million, an- 
:nually. 

iOther Federal agencies 

The remaining 23 recommendations which have not been imple- 
:mented are spread over 15 Federal agencies. The majority of these 
agencies cited lack of funding and the fact that information re- 
~quested was not needed by the agencies for their missions as the 
:ma in reasons for not implementing the recommendations. Other 
reasons included respondent burden, lack of feasibility, and pro- 
hibition by confidentiality restrictions, An example of a rec- 
ommendation for which concerns existed over both funding and no 
independent need was the Department of Defense providing quarterly 
data on defense purchases from foreign suppliers divided between 
qoods and services used abroad. The data would be used in esti- 
'matinq net exports. According to a Defense official, the informa- 
tion requested is for BEA's needs only. It would also, according 
'to the Defense official, be very costly to implement, although he 
,could not provide us with the cost. 

One recommendation could not be implemented because of a 
confidentiality restriction. A Department of the Treasury rec- 
ommendation to use the Census Bureau's industrial directory (the 
istandard statistical establishment list) to update the coverage 
,of nonbank firms for use in estimating net exports will not be 
~ 
, 
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implemented because the use of the directory by agencies other than 
the Census Bureau is prohibited by law because of confidentiality 
restrictions. In a prior GAO report 1/ we have supported efforts 
by the Department of Commerce to intrsduce legislation to lift the 
confidentiality restrictions for statistical purposes. 

Three of the recommendations have been classified as not im- 
plemented because, although some actions have been taken, their 
objectives have not yet been accomplished. The three recommenda- 
tions which addressed corporate profits and net interest compo- 
nents were identical and directed at three agencies. The Federal 
Reserve Board, the Federal Deposit Insurance Corporation, and the 
Department of the Treasury's Comptroller of the Currency were to 
modify their design of the new subannual survey of income of com- 
mercial banks to obtain (1) quarterly tabulations of net income 
65 to 70 days after the reference quarter, and if possible, on a 
preliminary basis 40 days after the quarter, and (2) net income 
figures for the domestic entities of the companies, as distinct 
from their foreign affiliates. The agencies, through the Federal 
Reserve Board, are providing BEA with tabulations as called for 
in the recommendation, 40 days, 65 days, and 70 days after the 
reference quarter. Several steps have also been taken to provide 
a better basis for differentiating between domestic and foreign 
offices. 

Although the Federal Reserve Board is providing data called 
for in the recommendation, BEA is not using the data. According 
to BEA the data needs to be further analyzed to determine if it 
can be useful in making the quarterly GNP estimates. The quar- 
terly domestic bank income is inconsistent for the year's four 
quarters and movements are too volatile from quarter-to-quarter, 
which BEA believes is noncharacteristic of this type of income. 
The Board's and BEA's efforts to resolve the problem associated 
with BEA's use of the data have not been successful. Both agen- 
cies, however, are continuing efforts to resolve the matter. The 
Board believes it has complied with the recommendation. We clas- 
sified the recommendation as not implemented since its objective 
has not been met and the agencies have yet to determine if the 
quality of the data can or needs to be improved to make it useful 
for the GNP estimates. 

Cost data on those recommendations which have not been imple- 
mented were not available. Officials at many of the agencies did 
tell us the recommendations would be very expensive to implement 
but have not estimated the cost because they were not pursuing 
implementation. For others the cost was not easily identified. 

l-/"After Six Years, Legal Obstacles Continue To Restrict Govern- 
ment Use Of The Standard Statistical Establishment List" 
(GGD-79-17, May 25, 1979). 
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EFFECTIVE OVERSIGHT OF THE IMPLEMENTATION 
OF THE ADVISORY COMMITTEE'S RECOMMENDATIONS 
IS NEEDED 

With the concern of economic policymakers over sizable 
revisions to GNP in the early 19709, OMB's Statistical Policy 
Division-- the predecessor to the Office of Federal Statistical 
Policy and Standards and the Office of Information and Regulatory 
Affairs --was authorized to develop a coordinated statistical bud- 
get to improve the GNP estimates' data base. The Advisory 
Commmittee on GNP Data Improvement was established in 1973 to 
assist the Statistical Policy Division in this undertaking by 
providing a study of what was needed to improve the statistical 
foundation of the GNP over a S-year period. A 6-year period was 
finally decided on to avoid excessive workload problems for indi- 
vidual agencies. 

The recommendations were made in an atmosphere of an "ideal 
situation," according to a former advisory committee staff member. 
The advisory committee recommended all improvements it thought 
were needed to improve GNP. Judgment was used in ranking the 
recommendations by year for the 6-year period. The general con- 
cept of the ranking gave the recommendations in earlier years a 
higher priority than the ones in later years. Cost was not con- 
sidered in the ranking because it was either not available or 
very uncertain. 

The Office of Federal Statistical Policy and Standards was 
responsible for overseeing the implementation of the advisory 
committee's recommendations that were made to 24 Federal agencies. 
The Office attempted to coordinate the implementation of the rec- 
1ommendations and identify those recommendations which should be 
biven high priority. Its efforts were directed mainly at (1) 
contacting the Federal agencies to whom the recommendations were 
directed to ascertain their implementation plans, (2) utilizing 
the interagency Subcommittee on Economic Statistics which con- 
sisted of the primary Federal users and producers of economic 
data to evaluate and where appropriate support the recommenda- 
tions included in the agencies' budget proposals to OMB, and (3) 
contacting Federal and private users in 1980 in an effort to 
prioritize the recommendations that were still not implemented. 
However, no quantitative analysis was performed to demonstrate 
'the need for the recommendations. Users were asked to rank each 
recommend.ation according to its importance. 

The advisory committee's recommendations have received very 
little attention since the August 1981 transfer of the statisti- 
cal functions back to OMB's Office of Information and Regulatory 
bffgirs. Realizing the slow progress in implementing the recom- 
mendations, the Office of Information and Regulatory Affairs rec- 
lognized during our evaluation the need for prioritizing the rec- 
lommendations which had not been implemented. With the added 
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responsibilities and reduced staff since the transfer from the 
Office of Federal Statistical Policy and Standards, its position 
was that it would only be able to focus on high-priority recom- 
mendations requiring Government-wide coordination. However, the 
Office of Information and Regulatory Affairs has not identified 
those high-priority areas. A subsequent reorganization within 
the Office in May 1982 has further reduced the staff and consol- 
idated the statistical policy function with regulatory analysis. 

The Federal agencies to whom the recommendations were di- 
rected have the primary responsibility for implementation. They 
have relied on the advisory committee's report to justify funding 
for the improvements recommended. BEA has worked with individual 
agencies to get improvements made. Its efforts have resulted in 
some improvements, either recommended by the advisory committee 
or itself. 

The Office of Information and Regulatory Affairs and its 
predecessor have provided limited assistance to the agencies 
in justifying the recommendations made by the advisory committee. 
The Office of Federal Statistical Policy and Standards did pro- 
vide the Census Bureau with a list of the six highest priority 
recommendations which it thought should be included in the 
Bureau's multiyear plan for current programs. As with the 
advisory committee's ranking, the list of the six high-priority 
recommendations was judgmental, based on the views of Federal 
and private users, as noted earlier as well as the Office of 
Federal Statistical Policy and Standards own assessment of need. 
No further effort has been made beyond the advisory committee's 
report to demonstrate the need for the recommendations. 

During our evaluation, the Office of Information and 
Regulatory Affairs recognized that it could not oversee and coor- 
dinate the advisory committee's recommendations that had still 
not been implemented without the assistance of BEA. The Office 
suggested to BEA that it update the status of the recommendations, 
identify those that could be handled by BEA, and identify those 
for which it would need the Office's assistance. For those that 
would require the Office's assistance, the preliminary work and 
an indication of their priority would have to be performed by BEA. 
BEA's response to the suggestion was that the possibility of its 
involvement in coordinating the advisory committee's recommenda- 
tions would be considered after the planned or proposed reductions 
to the GNP's data base have been finalized. 

THE EROSION OF GNP's DATA BASE 
IS CAUSING ADDITIONAL CONCERNS 

Although BEA regards many of the advisory committee's recom- 
mendations as needed to improve the reliability of the GNP esti- 
mates, BEA assigns a higher priority to maintaining its present 
data base. The reductions in federally imposed paperwork burden, 
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efforts to reduce the growth of Federal spending, and the dereg- 
ulation of private industry might affect GNP's reliability in the 
near future. Concern is growing among congressional and Federal 
officials that those changes might occur without adequate coordi- 
nation and analysis of how they will affect the GNP and other 
Federal statistics. 

BEA collects relatively little data but prepares GNP using 
numerous data collected by others. The data underlying the GNP 
estimates are gathered and compiled by many Federal agencies, in- 
cluding the Census Bureau, the Bureau of Labor Statistics, the 
Internal Revenue Service, and the Department of Agriculture, and 
a number of private sources. While much of this data is general 
purpose, much of it is also collected primarily for carrying out 
the source agencies' own programs. BEA's reliance on data which 
are collected for purposes other than GNP makes preparing GNP 
relatively inexpensive but leaves GNP's data base subject to pro- 
gram changes and budget reductions at the source agencies. 

The combination of budget cuts, especially for fiscal years 
1982 and 1983; the reduction in paperwork burden mandated by the 
Paperwork Reduction Act of 1980 (P.L. 96-511); and the deregu- 
lation of certain segments of private industry such as air trans- 
portation have caused concerns of data erosion in GNP estimates. 
The following eliminations and reductions might influence the 
quality of future GNP estimates: 

,-The Census Bureau has made reductions to its economic 
censuses and current programs in fiscal year 1982 which 
affect GNP. The 1982 commodity transportation survey, 
which BEA would use for its input-output table and GNP 
benchmark estimates, is being deferred to a later year. 
Coverage of hospitals, private schools, universities, po- 
litical organizations, and labor unions which would be used 
in preparinq benchmark estimates for the personal consump- 
tion expenditures for services component is eliminated 
from the 1982 census of service industries. The monthly 
survey of selected service industry receipts used to pre- 
pare the quarterly services in GNP was changed to an an- 
nual survey. That change will further reduce the amount 
of information the quarterly estimates are based on. The 
sample size of the monthly wholesale trade survey is re- 
duced, resulting in decreased reliability of data used in 
preparing the change in nonfarm business inventories com- 
ponent. The monthly survey of residential alterations 
and repairs had a 25 percent sample size reduction which 
will reduce the reliability of data used for the GNP res- 
idential construction estimates. 
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,-The Internal Revenue Service has made several changes to 
its statistics of income program which affect the quality 
of data used in preparing annual and benchmark estimates 
of proprietors' income, corporate profits, rental income, 
net interest, and other income side components of GNP. 
Smaller samples are being used to obtain data from indi- 
'vidual and partnership tax returns. Preliminary tabu- 
lations from corporate tax returns have been terminated. 
Industry data on farming will be tabulated every 5 years 
instead of annually. 

--The Securities and Exchange Commission will in 1983 ter- 
minate data it provides on corporate securities markets 
which are used in preparing quarterly estimates of earnings 
of pension funds and brokers for the GNP. 

*-The Bureau of Labor Statistics eliminated in 1982 construc- 
tion labor and materials requirements which were used in 
compilinq the benchmark estimates of residential and non- 
residential construction in GNP. Also, some of the data 
that would be used in preparing constant dollar GNP will 
be foregone. This includes revision and developmental 
work in the producer price index program and expansion of 
international price measures. 

--The Federal Trade Commission has reduced the sample size 
and the data items collected on the quarterly financial 
report. l/ This reduction decreases the reliability of 
data usea to prepare quarterly corporate profits. 

--The Department of Agriculture has eliminated or reduced 
some of its programs to reduce respondent burden. Two of 
the programs reduced are used in compiling GNP. The quar- 
terly farm labor survey was reduced to an annual survey 
which decreases the amount of information on quarterly 
income of farm wage earners. Its planting intention re- 
port has been reduced from a biannual to an annual survey 
which will reduce the amount of data used in projections 
of farm output and proprietors' income. 

--The Interstate Commerce Commission, to reduce paperwork 
burden on carriers, has eliminated data used in compiling 
the input-output tables used to prepare benchmark estimates 
for the personal consumption expenditures and producers' 
durable equipment components in GNP. In 1981 the Commis- 
sion eliminated reporting of all class III (less than $1 

L/The Census Bureau is scheduled to assume responsibility for the 
quarterly financial report program in fiscal year 1983. 
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million of revenues) motor carriers and reduced reporting 
of class II (51-S million of revenues) motor carriers of 
passengers. The Commission also stopped collecting quar- 
terly freight and passenger statistics from water carriers 
and has proposed reducing the amount of information col- 
lected annually from class I (over $5 million of revenues) 
and further reducing that obtained from class II motor 
carriers. 

For most of those programs where reductions have occurred, 
the advisory committee recommended improvements. Additionally, 
those programs provide data to four of the components we have 
identified as most troublesome-- personal consumption expenditures 
for services, change in nonfarm business inventories, farm pro- 
prietors' income, and corporate profits. 

CONCLUSIONS 

The advisory committee's 6-year plan for implementing 155 
recommendations to the GNP data base has not been accomplished. 
About one-third of the recommendations have been either fully 
or partially implemented by the 24 Federal agencies to improve 
the data for GNP.' The agencies generally implemented those rec- 
ommendations which benefited their programs, involved minimal 
cost, and/or were easily implemented. Only about half of the 
recommendations implemented addressed the most troublesome GNP 

components as now identified by GAO. Many of the seemingly most 
'important recommendations have not been implemented and in all 
~likelihood will not be made in this tight budget environment 
sunless management improvements are made to oversee the advisory 
icommittee's recommendations and other improvements to GNP. 

/GNP. 
The advisory committee recommended many improvements to the 

It did not single out those improvements most needed in an 
ienvironment of limited resources. The oversight role of OMB's 
,Office of Information and Regulatory Affairs and its predecessor-- 
the Office of Federal Statistical Policy and Standards--has not 
been an effective arrangement to providing the type of guidance 
needed to insure that the most important recommendations are 
implemented. They have made limited attempts, although unsuc- 

cessful, to prioritize the recommendations which have not been 
implemented. Added responsibilities and reduced staff within the 
Office of Information and Regulatory Affairs suggest progress 
will not improve. The involvement of BEA, the producer of the 
GNP estimates, is necessary to fulfill this task. BEA has the 
necessary knowledge and tools at hand to assist the Office of 
Information and Regulatory Affairs in carrying out its respon- 
sibilities of overseeing and coordinating the efforts of the 
numerous Federal agencies which provide the data used in esti- 
mating GNP. BEA has worked with the agencies and their efforts 

I have resulted in some improvements, either recommended by the 
advisory committee or itself, but a coordinated effort with the 



Office of Information and Regulatory Affairs will be needed for 
improvements that BEA deems important which have not been made. 

Adequate efforts have not been made to identify the most 
needed improvements to GNP as recommended by the advisory commit- 
tee. Past efforts have relied almost entirely on the opinion of 
the data collecting agencies' officials and GNP users with min- 
imal attention devoted to demonstrating the need for the improve- 
ments. Our analysis of the revisions shows the four components 
with the largest impact on revisions. On that basis, improvements 
in these areas could have the highest yield in reducing revisions. 
Estimates for GNP components prepared largely by trending, such 
as personal consumption expenditu,res for services and State and 
local government purchases, are also important areas for improve- 
ment. The effect of not having quarterly data to consider in 
estimating and revising quarterly GNP is unknown. 

The practicality of the improvements should be considered in 
any prioritization of improvements to GNP. Judging practicality 
should include weighing the anticipated cost against the prospects 
for success to determine if the improvement's potential impact is 
worth the cost standing on its own or relative to other improve- 
ments. Marginal improvements with a large price tag might thus 
not be considered practical. Reliable cost information is cur- 
rently not available for the majority of the recommendations 
and is needed for responsible decisionmaking. The Office of 
Information and Regulatory Affairs might have to assist BEA in 
obtaining the needed cost information and would have to assess 
GNP needs against the source data agencies' other data needs. 
Some of the recommendations may be too costly to implement when 
linked with the results they are expected to yield or compared 
to other data needs. 

The reductions currently being made to some of the various 
statistical series which provide data used by BEA in estimating 
GNP might affect the reliability of the estimates. The reduc- 
tions' impact and the potential for restoring those data should 
also be considered in any ranking of GNP data needs. 

The steps outlined above are needed to produce information 
so that informed judqments can be made about additional resources, 
if any, that should be provided for affecting long-term improve- 
ments to GNP estimates. 

Although better information is needed for deciding on GNP 
data improvements, obtaining funding for GNP data improvements 
has been a major obstacle to their implementation, especially 
since the budget requests are made by the agencies collecting the 
data, and the data or an improvement to it might not be needed 
for the agencies' own programs. As a last resort, having BEA 
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budget for data improvements primarily for the purpose of bene- 
fiting GNP and reimburse the agencies might be a more effective 
arrangement to obtain funding, since BEA has the expertise and 
incentive to justify GNP data needs. Under such a reimbursable 
program OMB's Office of Information and Regulatory Affairs, in 
fulfilling its statistical program coordination responsibilities, 
should assist BEA and the agencies in developing agreements for 
reimbursements. The Office should also assure that data collec- 
tion agencies do not inappropriately transfer funding responsi- 
bility for programs benefiting their needs and seek BEA reim- 
bursement. 

RECOMMENDATIONS TO THE DEPARTMENT 
OF COMMERCE AND THE OFFICE OF 
MANAGEMENT AND RUDGET 

We recommend that the Secretary of Commerce, in cooperation 
with the Director, OMB, direct BEA to take the lead in the 
prioritization and justification of any requests for funds to 
implement the recommendations of the Advisory Committee on GNP 
Data Improvement or other needed improvements. 

The Secretary+of Commerce should then direct BEA in deter- 
mininq the need for data improvements to GNP to: 

--Give priority attention to determining the practicality of 
implementing the advisory committee's recommendations di- 
rected at those GNP components identified by GAO as having 
relatively large revisions or insufficient data to consider 
in preparing quarterly GNP estimates. 

--Weigh the relative importance of those improvements to the 
GNP data base against the need to restore reductions in 
source data that might affect the reliability of GNP esti- 
mates. 

--Consider the practicality along with the results of future 
analyses of the GNP account, as recommended by GAO in 
chapter 2, to determine the need for other improvements. 

Further, we recommend the Director, OMB, use BEA's prior- 
itization and justification of GNP improvements in reviewing 

~ agencies' budget submissions which provide the data used in 
: estimating GNP. 

If necessary, the Secretary of Commerce and the Director, 
OMB, should have BEA budget for GNP improvements needed on a 
reimbursable basis that would primarily benefit GNP. 
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AGENCY COMMENTS AND OUR 
EVALUATION 

OMB and Commerce do not agree what their roles should be in 
determining improvements needed for the GNP estimates. OMB is 
in agreement with GAO that Commerce should take the lead in 
manaqing GMP data improvement issues and that BEA is properly 
desiqnated for identifying and justifying data improvements. OMB 
takes this position because of Commerce's dual role as data com- 
piler for the CPJP estimates and data producer for many of the GNP 
components. OMR stated that its Office of Information and 
Requlatory Affairs can then evaluate the proposed improvements 
alonq with other statistical budget priorities. OMB also believes 
that the lead role for Commerce would strengthen BEA's contacts 
with the producers of data for the GNP account. In contrast, 
Commerce stated that OMR should lead because it has the authority 
to coordinate statistical policy across agencies and it has less 
perceived bias. 

GAO believes that BEA is in the best position to determine 
the data needs of the GEJP estimates because of its expertise and 
knowledge as preparer of the estimates. BEA officials with day- 
to-day responsibility for the GMP estimates should be in a better 
position to determine and gather the needed information to justify 
and prioritize the GFJP improvement needs. OMB may disagree and 
subsequently change such priorities in light of other statistical 
needs, but the initial priorities for the program are seemingly 
best determined by the producer agency. Experience has shown, 
reqardless of today's hudqetary realities, that OMB's Office of 
Information and Regulatory Affairs and its predecessor were not 
surfacinq and prioritizing the most needed improvements to the 
GNP account. GAO is not advocatinq that BEA take total respon- 
sibility for the GNP improvement needs, but rather that BEA work 
in a partnership arrangement with OMR to obtain the information 
necessary for decidinq on GNP improvements. OMB can then weigh 
the need for improvements to the GNP estimates against the needs 
of other statistical aqencies' budget priorities. OMB's role in 
this effort should not be a passive one to wait until the statis- 
tical budgets are submitted by the aqencies. It should actively 
participate in assistinq REA to obtain the needed information, 
such as cost of data improvements, from the agencies that produce 
the data to justify and prioritize the data needs. OMB's assis- 
tance will.be needed because of the 20 Federal agencies outside 
of Commerce which provide the data used in estimating GMP. 

Commerce disagrees with us that if the need arises, REA 
should fund data improvements in other Federal agencies' sta- 
tistical programs that primarily benefit GNP estimates. or1q 
agrees that such a funding arrangement should be considered, 
if necessary, provided it is subject to OMB approval in the 
annual review of aqency budgets. Commerce is concerned 
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that this type of arrangement might encourage agencies to seek 
reimbursement from REA to continue their existing programs 
which supply the GNP source data. The information gathered 
during our study indicates that funding has been a major 
obstacle to GNP data improvement where the data or improvement 
to it is not needed for the data collection agencies' programs. 
Reimbursement by BEA in these circumstances would provide an 
incentive to other agencies to make GNP data improvements which 
BEA believes are justified and deserve priority attention. To 
avoid unwarranted attempts by the collection agencies to shift 
the cost of data collection to BEA's budget, OMB should assist 
REA and the agencies in developing any agreements for reimburse- 
ment. 

Although BEA does not currently use the reimbursement 
approach for the collection of GNP data, reimbursable work among 
the Federal statistical agencies is not uncommon. For example, 
within Commerce, the Census Bureau expends a substantial portion 
of its efforts on reimbursable work for other agencies, such as 
the Departments of Labor, Justice, and Housing and Urban Develop- 
ment. Such reimbursement efforts are reviewed by OMB and the 
Conqress in the budget process. 

Before adopting a reimbursable approach for funding GNP 
data improvements, however, we believe a better effort should 
he made to make a success of the present process in which 
aqencies budqet for GNP data improvements. For the current 
approach to succeed, OMB would have to ensure during the budget 
review process that agencies are giving proper attention to 
priority needs for improving GNP estimates. 

OMB commented that our report leaves the impression that 
the advisory committee and Commerce's former Office of Federal 

Statistical Policy and Standards did not develop priorities 
'reqardinq the committee's recommendations. We recognized the 
efforts of the committee and the Office in this chapter. The 
qeneral concept of the committee's ranking gave the recommenda- 
tions to be implemented in the earlier years a higher priority 
than those in the later years. However, some recommendations 
of lesser importance were included in the earlier part of the 
period because they were expected to be easily implemented or 
involved minimal or no increases to budget costs. Judgment 
was used in the ranking and cost was not available and thus 
not considered. The 6-year period was selected to avoid ex- 
cessive workload problems for the agencies. The committee's 
priority ranking was in essence a breakdown of the rec- 
ommendations over a 6-year period. A recognized limitation 
to the committee's ranking was that it did not prioritize the 
recommendations that were of qreatest need if funds were 
not available to implement all of the recommendations. 
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The efforts of the Office of Federal Statistical Policy and 
Standards in prioritizing the recommendations are also discussed 
in this chapter. The Office's main efforts in developing the 
agencies' priorities were to utilize the Subcommittee on Economic 
Statistics, which included the primary Federal users and producers 
of economic data, 
recommendations 

to evaluate and where appropriate support the 
included in the agencies' budget proposals. The 

Office did not identify the recommendations that needed priority 
attention. Their course of action was to let the individual 
agencies' submit their budget proposals, including those improve- 
ments the agencies felt were needed. Through the subcommittee, 
the Office would then prioritize the improvements which were in- 
cluded in the agencies' proposals, including those for improve- 
ments for programs other than the GNP estimates. GAO found that 
the agencies were reluctant to make or include GNP improvements 
in their budgets because they were not needed for their own pur- 
poses or would require additional funding. 

Commerce stated that our report implies that improved GNP 
source data will lead to improved GNP estimates and notes that 
the connection between the two is by no means obvious. Improved 
GNP source data for components with relatively large revisions 
or those lacking data to prepare earlier estimates should lead 
to improved GNP estimates. For those components lacking data, 
improved estimates may lead to greater revisions than the com- 
ponents are now experiencing, However, the more immediate 
issues are whether the data improvement is feasible, is likely 
to significantly improve the estimates, and is affordable. Our 
report identifies targets of opportunity for Commerce to con- 
sider in improving the GNP estimates. Our recommendations on 
page 63 provide for answering the practical questions stated 
above in deciding whether a data improvement should be attempted. 
OMB recognizes, as we point out, that today's budgetary realities 
necessitate taking a harder look at the merits of making changes 
which 5 years ago may have appeared useful. 

Commerce commented that many of the advisory committee's 
recommendations relate to improvement of annual historical data, 
and that there is little connection between improving annual 
historical data and improving recent quarterly estimates, which 
our report quite appropriately focused on. We agree that 
improving the data used for the quarterly estimates would be 
more beneficial since these are more critical for economic 
policymaking. As of February 1982, 118 advisory committee 
recommendations were either partially or not implemented, in- 
cluding 56 affecting the quarterly source data. Of the 56 
recommendations, 14 are directed at the 6 components our 
report identified as a high priority to consider improve- 
ments for the source data. 
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GNP COMPONENT DEFINITIONS 

Business transfer payments Payments to persons from husi- 
ness for which no goods or 
services are received in re- 
turn. Such items include 
consumer bad debts, corpo- 
rate gifts to nonprofit in- 
stitutions, and personal 
injury payments to persons. 

Capital consumption adjustment 

Capital consumption allowances 

Charges against gross national 
product 

Compensation of employees 

Corporate profits 

Difference between depreci- 
ation reported at historical 
cost for tax purposes and 
depreciation at replacement 
cost based on the estimated 
service life of the asset. 

Depreciation charges and 
accidental damage to fixed 
business capital. 

Cost incurred and profits 
earned in the production 
of gross national product. 

Income accruing to employees 
as remuneration for work. 
It is the sum of wages and 
salaries and supplements 
to wages and salaries, such 
as employer contributions for 
social insurance, private 
pension, health, and welfare 
funds, and injury compensa- 
tion. 

Earnings of corporations orga- 
nized for profit. Profits are 
reported without deduction for 
depletion and exclude capital 
gains and losses. Earnings are 
adjusted for inventory valua- 
tion and capital consumption. 
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Government purchases 

Gross national product 

Gross private domestic 
investment 

Indirect business taxes 
and nontax liability 

Inventory valuation 
adjustment 

APPENDIX I 

Goods and services purchased 
by the three levels of govern- 
ment --Federal, State, and 
local --and qross investments 
by government enterprises. 
Purchases include compensation 
of government employees, net 
purchases of used goods and 
purchases from business and 
from abroad. 

Expresses in dollars the market 
value of goods and services 
produced by the Nation's econ- 
omy within a specific period of 
time, usually for a calendar 
year or a quarter of a year at 
an annual rate. 

Fixed capital goods purchased 
by private business and non- 
profit institutions and the 
value of the change in the 
physical volume of inventories 
held by private business. 
Purchases of new residential 
structures are included as 
fixed capital. 

Tax liabilities paid by busi- 
ness, other than employer 
contributions for social in- 
surance and corporate income 
taxes. Sales taxes, excise 
taxes, ?and property taxes 
paid by business are the 
principal types of indirect 
taxes. Nontax liability 
includes business payments 
for fines, rents, royalty 
payments, penalties, and 
donations. 

Gains or losses included in 
book profits due to differ- 
ences between replacement and 
original cost of goods meas- 
ured by the change of inven- 
tory. 
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National income 

Net exports 

Net interest 

Net national product 

:Personal consumption 
expenditures 
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Total earnings of labor and 
property from the production 
of goods and services. 

Exports less imports of goods 
and services. Exports are 
part of national production 
and imports are not, but im- 
ports are included in the com- 
ponents and are therefore de- 
ducted. 

Excess of interest payments 
made by the domestic business 
sector over its interest re- 
ceipts plus net interest re- 
ceived from abroad. 

Gross national product less 
capital consumption allow- 
ances with capital consump- 
tion adjustment, which are 
deducted from gross private 
domestic fixed investment to 
express it on a net basis. 

Goods and services purchased 
by individuals and nonprofit 
institutions which render 
services principally to in- 
dividuals. The value of 
food, fuel, clothing, rent of 
dwelling, and financial ser- 
vices received in kind by 
individuals is also included. 
The rental value of owner- 
occupied residential struc- 
tures is included, but pur- 
chases of residential 
structures are classified 
as gross private domestic 
investment. 
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Proprietors' income 

Rental income of persons 

Statistical discrepancy 

Subsidies less current 
surplus of government 
enterprises 

APPENDIX I 

Earnings of unincorporated 
business--proprietorships, 
partnerships, and producers' 
cooperatives--from their 
operations. Interest and 
dividend income are excluded. 
Supplementary income from 
rental property to individuals 
is included in the rental in- 
come component. 

Earnings of individuals from 
renting real property, such 
as a house, store, or farm. 
Also included are the imputed 
net rental v*alue of owner- 
occupied residential struc- 
tures and royalties from 
patents, copyrights, and 
rights to natural resources. 

Amount by which gross national 
product differs from charges 
against gross national product. 
It arises because both esti- 
mates are made independently 
by a methodology subject to 
error. 

Subsidies are monetary grants 
provided by Government to 
business. Current surplus of 
Government enterprises is the 
excess of sales receipts over 
operatinq costs. Such enter- 
prises include the U.S. Postal 
Service, the Commodity Credit 
Corporation, and the Tennessee 
Valley Authority. These are 
distinguished from other 
Government activities by the 
fact that they are financed 
by the sale of a product or 
service rather than through 
general taxes. 
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ADVISORY COMMITTEE ON GNP DATA IMPROVEMENT’S 

RECOMMENDATIONS BY FEDERAL AGENCY, ESTIMATES AFFECTED, 

AND STATUS AS OF FEBRUARY 1982 

Federal aqencies ~- Recommendat ions 

Department of Commerce 

Rureau of the 
Census 

Exclude sales and amuse- 
ment taxen in monthly 
selected services 
receipts survey. 

Study feasibility and 
impact of collecting 
revised data for pre- 
ceding month in 
monthly retail trade 
survey. 

Study feasibility and impact 
of collecting revised data 
for preceding month in 
monthly selected services 
receipts survey. 

Expand monthly selected 
services receipts survey 
to include private for- 
profit commercial and 
vocational schools. 

Tabulate industry- 
product shipments in 
annual survey of manu- 
factures as is done in 
census of manufactures. 

Collect and tabulate broad 
product detail on sales 
of new car dealers and 
department stores in annual 
retail trade survey in time 
for second July revision. 

Tabulate existing industry 
sales data from industrial 
directory programs and col- 
lect through annual survey 
proqram of all nonagricul- 
ture industries aggregate 
costs of goods and services 
purchased from others. 

Estimates 
affected 

Quarterly 

consumption 
expenditures 

Quarterly 
personal 
consumption 
expenditures 

Quarterly 
personal 
consumption 
expenditures 

Quarterly 
personal 
consumption 
expenditures 

Annua 1 
personal 
consumption 
expenditures 
and producers ’ 
durable equip- 
ment 

Annua 1 
personal 
consumption 
expenditures 

Status 

Implemented 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 

Annua 1 Not imple- 
personal mented 
consumption 
expenditures 
and producers’ 
durable equip- 
ment 
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Federal agencies Recommendat ions 

Bureau of the Speed up tabulations of 
Census (cont. ) annual retail trade survey 

by mid-May following the 
reference period. 

Conduct annual surveys of 
not-for-prof it orqan ixat ions. 

If recommended expansion 
of commodity transportat ion 
survey is successful, pro- 
vide these expanded data 
annual ly . 

Speed up revised price 
index of single family 

homes to be available 
65-70 days after the 
reference quarter. 

Update study of coverage 
of F.W. Dodge reports. 

Update every 5 years progress 
patterns and adjustment 
factors for single family 
value of construction put in 
place. 

Develop quarterly con- 
struction output price 
indexes excluding land 
costs for nonresident ial 
buildings. 

Expand survey of resident ial 
alterations and repairs 
sample size and restore 
quarterly tabulations of data 
on a more timely basis. 

Estimates 
affected 

Annual 
personal 
consumption 
expenditures 
and change 
in nonfarm 
business 
inventories 

Annual 
personal 
consumption 
expenditures 
and persona 1 
income 

Annual 
personal 
consumption 
expenditures 
and pro- 
ducers’ dur- 
able equip- 
ment 

Quarterly 
and annual 
constant 
dollar 
residential 
structures 

Quarterly 
non- 
resident ial 
structures 

Quarterly 
residential 
structures 

Quarterly 
non- 
resident ial 
structures 

Quarterly 
resident ial 
structures 

Status 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 

Implemented 

Implemented 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 
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Federal aqenc ies Recommendat ions 

Bureau of the Explore feasibility of con- 
Census (cont. ) structinq price index for 

resident ial add it ions and 
alterat ions. 

Explore feas ibil ity of 
developing output price 
indexes for electric power, 
sewer, water supply, and 
railroad construction. 

Collect annual data on 
oil and qas drillinq and 
exploration class if ied 
by footage drilled and 
depth of wells (with 
Energy Informat ion 
Administration). 

Conduct annual survey of 
real estate industries. 

Study feasibility of col- 
lecting revised data on 
shipments and inventories 
in the monthly survey of 

manufacturers ’ shipments, 
inventories, and orders. 

Introduce full probability 
sample for monthly survey 
of manufacturers' shipments, 
inventories, and orders. 

Ref ine report inq shipments 
by defense-oriented industries 
to insure uniform timing in 
monthly survey of manu- 
facturers' shipments, 
inventories, and orders. 

Estimates 
affected 

Quarterly 
constant 
dollar re- 
sidential 
structures 

Quarterly 
constant 
dollar non- 
resident ial 
structures 

Annual 
constant 
dollar non- 
resident ial 
construct ion 

Annua 1 
residential 
and non- 
resident ial 
structures 

Quarterly 
producers ' 
durable 
equipment 
and change 
in nonfarm 

business 
inventories 

Quarterly 
producers' 
durable 
equipment 
and change 
in nonfarm 

business 
inventories 

Quarterly 
producers ' 
durable 
equipment 
and change 
in nonfarm 

business 
inventories 

Status 

Not imple- 
mented 

Not imple- 
mented 

Implemented 

Not imple- 
mented 

Implemented 

Not imple- 
mented 

Not imple- 
mented 

73 



APPENDIX II APPENDIX II 

‘ederal agencies Recommendat ions 
Estimates 
affected 

Bureau of the Collect separate data on Quarterly 
Census (cont. 1 capital shipments to producers I 

governments in monthly durable 
survey of manufacturers’ equipment 
shipments, inventories, 
and orders. 

Industries capital expendi- 
tures separately for plant 
and equipment depreciated 
or amortized. 

Collect through annual survey Annual 
Droaram of all nonaaricultural oroducers ’ 

durable 
equipment 

Collect monthly data on 
the value of structures 
and large equipment under 
construct ion/product ion 
and the amount that has 
been completed. 

Explore feasibility of 
using screened sample of 
firms with actual retail 
inventory records in 
monthly retail trade 
survey. 

Include inventories 
of sales branches and 
aux il iary establish- 
ments in the monthly 
survey of manufacturers’ 
shipments, inventories, 
and orders. 

Study feasibility of col- 
lecting revised data on 
inventories for previous 
month in monthly wholesale 
trade survey. 

Explore collect ion of 
inventory data by stage of 
fabrication for military 
hardware in monthly survey 
of manufacturers ’ shipments, 
inventories, and orders. 

Tabulate data on wholesalers’ 
inventories in annual whole- 
sale trade survey by mid-May 
following the reference 
period. 

Quarterly 
change in 
nonf arm 
business 
inventories 

Quarterly 
change in 
nonf arm 
business 
inventories 

Quarterly 
change in 
nonfarm 
business 
inventories 

Quarterly 
change in 
nonfarm 
business 
inventories 

Quarterly 
change in 
nonf arm 
business 
inventories 

Annual 
change in 
nonf arm 
business 
inventories 

Status 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 
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Federal agencies Recommendat ions 

Bureau of the Study quality of reporting 
Census (cont.1 on shippers’ export decla- 

rations for merchandise 
exports. 

Refine inetructions to 
shippers’ export 
declarations relating to 
foreign military sales 
(with Industry and Trade 
Administration). 

Tabulate value of trans- 
portation freight charges 
separately from insurance 
and other handling charges 
for merchandise imports 
by country. 

Restore bilateral merchandise 
trade reconciliation program 
with Canada. 

Expand bilateral merchandise 
trade reconciliation pro- 
qram to other countries. 

Institute quarterly survey 
of expenditures and non- 
tax revenue of State and 
local governments. 

Speed up tabulations of 
governmental finances to be 
available by mid-May 
following the reference 
period. 

Collect supplements to wages 
and salaries through annual 
survey program of all non- 
agricultural industries. 

Provide preliminary 
tabulations of local 
government tax revenues 
from quarterly summary 
of State and local tax 
revenue by 60 days 
after reference quarter. 
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Estimates 
affected 

Quarterly 
net 
exports 

Quarterly 
net 
export5 

Quarterly 
net 
exports 

Annual net 
exports 

Annual net 
export5 

Quarterly 
State and 
local 
qovern- 
ment pur- 
chases 

Annual State 
and local 
government 
purchases 

Annual 
supplements 
to wages 
and salaries 

Quarterly 
indirect 
business 
taxes 

Status 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 
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Federal agencies Recommendat ions 

Bureau of the 
Census (cont. ) 

Collect through annual 
survey program of all non- 
agricultural industries: 

--Depreciation allowances 
and accidental damage to 
fixed capital. 

--Yearend value of 
inventories by method 
of valuation. 

Collect in economic censuses 
data on communications, re- 
pairs, rentals, energy and 
advert is ing services pur- 
chased by establishments. 

Expand census of selected 
services to all services 
for-profit. 

Conduct census of not-for- 
profit organizations ex- 
clud ing rel ig ious organ i- 
zations. 

In census of construction, 
collect new and maintenance 
and repair receipts by type 
of construct ion. 

Collect data on force account 
construction and transporta- 
tion payrolls in economic 
censuses. 

Tabulate sales by class of 
customer in census of re- 
tail trade. 

Collect in all economic 
censuses book value 
beg inn ing and end-of -year 
inventories by method of 
valuation. 

Collect in all economic 
censuses mandatory 
separate from voluntary 
wage supplements. 

Collect in economic censuses 
(except governments) depre- 
ciat ion charges on establish- 
ment basis from firms of all 
sizes. 

Estimates 
affected 

Annual 
capital 
consumption 
allowances 
and change 
in nonfarm 
business 
inventories 

Status 

Partially 
implemented 

Benchmark. 

Benchmark Implemented 

Benchmark 

Benchmark 

Benchmark 

Benchmark 

Benchmark 

Benchmark 

Benchmark 

Implemented 

Implemented 

Implemented 

Implemented 

Implemented 

Implemented 

Implemented 

Implemented 
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Estimates 
affected Federal agencies Recommendations 

Bureau of the Collect in all economic 
Ceneus (cont.1 censuses detail on type of 

program for mandatory and 
voluntary wage supplements. 

Collect total purchased 
services in economic 
censuses. 

Expand census of retail 
trade to collect data on 
gross margina and operating 
expenses by kind of business. 

Collect and tabulate dollar 
value of shipments by 4-digit 
etandard industrial 
classification shipping and 
receiving industries from 
commodity transportation 
survey. 

Expand census of selected 
services to include 
purchases of commodities 
for resale. 

Extend census of not-for- 
profits to religious 
organizations. 

Expand census of con- 
struction industries 
to collect intermediate 
purchases separately for 
materials and services. 

Conduct census of trans- 
portation industries. 

Review merchandise and 
commodity lines in censuses 
of retail and wholesale 
trade to conform more 
closely with the standard 
industrial classification 
codes. 

If recommended commodity 
transportation survey 
tabulation of shipments not 
feasible, collect aales by 
class of customer in every 
quinquennial census of 
manufactures. 

Benchmark 

Benchmark 

Benchmark 

Benchmark 

Benchmark 

Benchmark 

Benchmark 

Benchmark 

Benchmark 

Benchmark 

Status 

Implemented 

Partially 
implemented 

Partially 
implemented 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 
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Federal agencies Recommendat ions 

Bureau of the Study feasibility of col- 
Census (cont. ) lectinq itemized data on 

purchased qoods and ser- 
vices of State and local 
qovernments. 

Conduct census of real 
estate industry. 

Collect in manufacturinq 
and trade censuses the 
commodity composition of 
inventories by turnover 
period. 

Improve reporting of wages 
and salaries in economic 
censuses. 

Distinguish receipts from 
primary and secondary out- 
put by class of customer 
in census of selected 
services. 

Bureau of Economic Expand monthly personal in- 
Ana lye is come estimates to encompass 

broad aggregates for the 
disposition of personal 
income. 

Work more closely with the 
Bureau of Labor Statistics 
to increase concordance of 
expenditure classes in the 
consumer price index with 
personal consumption 
expenditure5 I components. 

Comprehensive examination 
of the sampling procedure 
and, statistical methodology 
used in the plant and 
equipment survey. 

Conduct systematic analysis 
of the Federal Trade 
Commission’s manufacturing 
inventory data. 

Estimates 
affected 

Benchmark 

Benchmark 

Benchmark 

Benchmark 

Benchmark 

Monthly 
personal 
income 

Quarterly 
constant 
dollar 
personal 
consump t ion 
expenditures 

Status 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 

Implemented 

Not imple- 
mented 

Quarterly 
producers’ 
durable 
equipment 

Not imple- 
mented 

Quarterly 
change in 
nonfarm 
business 
inventories 

Not imple- 
mented 
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Federal aqencies Recommendat ions 

Bureau of Economic Study feasibility of pro- 
Analysis (cont.) vidinq supplementary 

inventory measures of goods 
and structures separately 
for those in production 
from those completed but 
not sold. 

Refine definitions for 
inventories and final 
output to distinguish 
structures and equipment 
under construction/pro- 
duction from those that 
have been completed. 

Conduct basic research for 
developinq direct measures 
of export and import ser- 
vices in constant dollars 
(with Bureau of Labor 
Statistics). 

Make continuing efforts to 
improve distribution of 
international travel 
questionnaire by Customs 
Bureau. 

Use partial Bureau of Labor 
Statistics export and import 
prices until more complete 
data are available. 

Conduct bilateral recon- 
ciliation proqram for 
international service and 
income transactions. 

Establish developmental 
project on defense prices 
as permanent part of BEA 
program. 

Consider poss ihle introduct ion 
of productivity measures for 
deflatinq Federal Government 
employee compensation. 

Institute 75-day GNP 

Estimates 
affected 

All changes 
in nonfarm 
business 
inventories 

All changes 
in nonfarm 
business 
inventories 

Quarterly 
constant 
dollar net 
exports 

Quarterly 
net exports 

Quarterly 
constant 
dollar net 
exports 

Annual net 
exports 

Quarterly 
constant 
dollar 
Federal 
defense 
purchases 

Annual 
constant 
dollar 
government 
purchases 

Quarterly 
estimate. GNP 
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Status 

Part ially 
implemented 

Not imple- 
mented 

Implemented 

Implemented 

Not imple- 
mented 

Not imple- 
mented 

Implemented 

Not imple- 
mented 

Implemented 
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Federal agencies Recommendat ions 

Bureau of Economic Provide more complete and 
Analysis (cont. 1 timely statement on judgments 

used for estimatinq major GNP 
components. 

Conduct periodic recon- 
ciliat ions of GNP by 
industry and industrial 
product ion index (with 
Federal Reserve Board). 

Examine feasibility of up- 
dat inq quinquennial input- 
output coefficients to 
current year being estimated 
using the annual input-output 
tables. 

Prepare and publish handbook 
on methodology used in the 
national income and product 
accounts. 

Review present procedure of 
deferring use of information 
from special reports until 
benchmark estimates. 

Review detailed annual com- 
ponents presently published 
to assess if they meet reli- 
ability standards appropriate 
for publication and, for the 
detailed components that are 
published, provide an indi- 
cation of recent errors in 
estimation. 

Expand application of the 
input-output table to cross- 
check increased number of 
GNP components. 

Prepare benchmark GNP 
eat imates within one 
year of completion of 
quinquennial input-output 
table. 

Analyze reasons for 
revis ions in detailed 
GNP components in 
successive annual 
rev is ions. 

Estimates 
affected 

Quarterly 
GNP 

Annual 
constant 
dollar GNP 
by industry 

Annual 
GNP by 
industry 

All GNP 

Annual 
GNP 

Annual 
GNP 

Benchmark 

Benchmark 

Benchmark 

Status 

Implemented 

Implemented 

Not imple- 
mented 

Part ially 
implemented 

Not imple- 
mented 

Not imple- 
mented 

Part ially 
implemented 

Not imple- 
mented 

Not imple- 
mented 
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Federal agencies 

Bureau of Cconomic 
Analysis (cont. 1 

Industry and Trade 
Administration 

Department of 
Aqr iculture 

Statist ical 
Reporting 
Service 

Recommendat ions 

Publish analyses of 
rev ia ion changes with 
each quinquennial bench- 
mark comparable to that 
in the advisory committee’s 
study. 

Conduct benchmark survey on 
private internat ional trans- 
actions for miscellaneous 
services of U.S. business. 

Refine instruct ions to 
shippers ’ export declarations 
relating to foreign military 
sales (with Census Bureau). 

Collect quarterly data on 
new farm construct ion. 

Refine the existing quarterly 
data on farm crops owned by 
farmers but stored in off-farm 
elevators and warehouses. 

Collect quarterly data on 
interstate sales and pur- 
chases of feeder and stocker 
cattle. 

Collect quarterly national 
inventory data for cattle 
and calves. 

Estimates 
affected 

Renchmark 

Benchmark 
net 
exports 

Quarterly 
net 
exports 

Quarterly 
resident ial 
and non- 
residential 
construct ion 

Quarterly 
change in 
farm 
business 
inventories 
and farm 
proprietors ’ 
income 

Quarterly 
change in 
farm busi- 
ness inven- 
tories and 
farm pro- 
pr ietors I 
income 

Quarterly 
change in 
farm bus inesa 
inventories 
and farm pro- 
pr ietors ’ 
income 

Status 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 

Implemented 

Not imple- 
mented 

Not imple- 
mented 
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Federal aqencies Recommendat ions 

Statistical Speed up collection of 
Reportinq data on the movement of 
Service (cont.) crops to market for soybeans, 

corn, wheat, cotton, and 
sorqhum to 60-65 days after 
reference quarter. 

Institute a survey to collect 
quarterly data on farm pro- 
duction expenses for major 
cost items. 

Institute research program 
for measuring intrastate 
sales and purchases of 
meat animals. 

Collect annual survey data 
on output and marketings of 
greenhouse and nursery pro- 
ducts. 

Speed up annual economic 
survey of agriculture. 

Speed up annual reports of 
production, disposition, 
and gross income to the first 
quarter of the calendar year 
followinq the crop year. 

Collect annual data in 
economic survey of 
agriculture for cash and 
in-kind share rental pay- 
ments divided between 
dwellings and land. 

Tabulate income and expense 
data in economic survey of 
agriculture by legal form of 
organization. 

Collect secondary type income 
every third year for both 
livestock and crop farming. 

Estimates 
affected 

Quarterly 
farm pro- 
prietors' 
income 

Quarterly 
farm pro- 
prietors' 
income 

Quarterly 
farm-pro- 
prietors' 
income 

Annual 
farm pro- 
prietors' 
income 

Annual 
farm pro- 
prietors' 
income 

Annual 
farm pro- 
prietors' 
income 

Annual 
farm pro- 
prietors' 
income 

Annual 
farm pro- 
prietors' 
income 

Annual 
farm pro- 
prietors' 
income 

Status 

Implemented 

Not imple- 
mented 

Not imple- 
mented 

Implemented 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 
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Federal agent ies 

Stat iet ical 

Recommendat ions 

Collect annual data in 
Report inq economic survey of 
Service (cont.) aqr icul ture on market 

value of nonresidential 
buildings and other 
depreciable improvements 
separately from land. 

Consider modifying economic 
survey of agriculture 
questions on gross sales 
and net income and possibly 
collecting gross and net 
income from same source. 

Economic Research Conduct more conceptual 
Service rtsearch on seasonal 

phenomena. 

Collect annual survey data 
relatinq to rents and 
expenses of farm dwellings. 

Collect every 5 years 
separate figures for 
value of residential and 
nonrea ident ial build inqs 
at replacement costs. 

~ Department of Labor 

Rureau of Labor Request adequate fundinq 
I Statist its for price index improve- 

ment program. 

, Calculate monthly indexes 
of tenant rentals separately 
for single and multifamily 
homes. 

Work more closely with BEA 
to increase concordance of 
classes in the consumer 
price index with personal 
consumption expenditures ’ 
compon en t 5. 

Estimates 
affected 

Annual 
farm pro- 
prietors’ 
income 

Annual 
farm pro- 
prietors’ 
income 

Quarterly 
farm pro- 
pr ietors ’ 
income 

Annua 1 
farm pro- 
pr ietors ’ 
income 

Benchmark 
farm pro- 
pr ietors I 
income 

Quarterly 
constant 
dollar GNP 

Quarterly 
constant 
dollar 
personal 
consumption 
expenditures 

Quarterly 
constant 
dollar 
personal 
consumption 
expenditures 

Status 

Not imple- 
mented 

Not imple- 
mented 

Implemented 

Implemented 

Implemented 

Part ial ly 
implemented 

Not imple- 
mented 

Not imple- 
mented 
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Federal agencies Recommendat ions 

Bureau of Labor Price household items of 
Statistics increasing importance not 
(cont. ) presently covered in con- 

sumer price index. 

If wholesale equipment 
prices at time of shipment 
cannot be collected, con- 
duct periodic surveys of 
pricinq practices in the 
equipment industries. 

Increase coverage of 
equipment items in the 
producer price index. 

Conduct basic research for 
developing direct. measures 
of export and import services 
in constant dollars (with 

BEA). 

Prepare quarterly price 
indexes of Federal Govern- 

ment procurement consistent 
with the proposed Federal 
procurement data system 
classifications. 

Conduct broad-based research 
proqram for monthly establish- 
ment survey of employment and 
earnings. 

Speed up collection of fourth 
quarter wage data from the 
unemployment insurance system 
so that the data are available 
by mid-May following the 
reference period. 

Conduct labor and material 
requirements studies more 
frequently and for more 
construction tvoes. 

Estimates 
affected 

Quarterly 
constant 
dollar 
personal 
consumption 
expenditures 

Quarterly 
constant 
dollar 
producers' 
durable 
equipment 

Quarterly 
constant 
dollar 
producers' 
durable 
equipment 

Quarterly 
constant 
dollar net 
exports 

Quarterly 
constant 
dollar 
government 
purchases 

Quarterly 
wages and 
salaries 

Annual 
wages and 
salaries 

Benchmark 

Status 

Not imple- 
mented 

Partially 
implemented 

Partially 
implemented 

Not imple- 
mented 

Not imple- 
mented 

Partially 
implemented 

Not imple- 
mented 

Not imple- 
mented 
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Federal aqenc ies 

Employment and 
Train inq 
Administration 

Labor-Manaqement 
Services 
Administration 

Department of Treasury 

Internal Revenue 
Service 

Recommendat ions 

Adhere to schedule to pro- 
vide unemployment claims and 
payments data in time for 
75-day GNP estimate. 

Tabulate data from new 
pens ion report inq system 
in national industry 

aqqreqates by mid-May 
followinq the plan year 
(with Internal Revenue 

Service). 

Tabulate annual income 
data for detailed 
cateqor ies of profess ions. 

Tabulate wage and FICA data 
from probability sample of 
employer's quarterly Federal 
tax returns (form 941) in 
time for 75-day GNP estimate. 

Tabulate data from new 
pens ion report inq system 
in national industry 
aqqregates by mid-May 
following the plan year 
(with Labor-Management 
Services Administration). 

Specify and tabulate 
business expenses 
associated with farm 
business receipts on 
Internal Revenue Service 
corporate and partner- 
ship forms. 

Specify and tabulate 
method of valuing 
inventories on Internal 
Revenue Service hus iness 
tax forms. 

Estimates 
affected 

Quarterly 
qovernment 
purchases 

Annual 
supple- 
ments to 
wages and 
salaries 

Annual 
personal 
consump t ion 
expenditures 

Quarterly 
employee 
compensation 

Annual 
supple- 
ments to 
wages and 
salaries 

Annual 
farm pro- 
prietors' 
income 

Annual 
inventory 
valuation 
adjustment 
and change 
in nonfarm 
business 
inventories 

Status 

Implemented 

Not imple- 
mented 

Part ially 
implemented 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 

Implemented 
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Federal agencies -- 

In t.erna 1 Revenue 
Service (cont.) 

Office of 
Assistant 
Secretary 
(Internat ional 
Affairs1 

Comptroller of 
the Currency 

Bureau of Alcohol, 
Tobacco, and 
Firearms 

Department of Health 
and Human Services 

Health Care 
Finance 
Administration 

Recommendat ions 

Tabulate from corporate 
tax returns Schedule M 
which reconciles tax 
returns and stockholder 
reports. 

Institute research program 
to collect direct data on 
“other private income” 
transact ions from banks 
and nonbanks. 

Use industrial directory, 
every 3 years to update 
Treasury/Federal Reserve 
coveraqe of nonbank firms. 

Modify new subannual survey 
of commercial banks to 
provide tabulations 65-70 
days after reference quarter 
and to distinguish income 
from domestic and foreign 
entities (with Federal 
Reserve Board and Federal 
Deposit Insurance 
Corporation 1. 

Adhere to schedule of pro- 
viding monthly data on 
withdrawals from bonded 
warehouses in time for 
7%day GNP estimate. 

Collect quarterly data on 
premiums, benefits, and 
operating expenses from 
Blue Cross-Blue Shield. 

Collect quarterly data on 
premiums and benefits of 
larqe for-profit commercial 
health insurance. 

Speed up medical vendor 
payments data. 

Estimates 
affected 

Annual 
corporate 
profits 

Quarterly 
net 
exports 

Quarterly 
net 
exports 

Quarterly 
corporate 
profits 
and net 
interest 

Quarterly 
indirect 
business 
taxes 

Status 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 

Quarterly 
personal 
consumption 
expenditures 

Implemented 

Quarterly 
personal 
consumption 
expenditures 

Implemented 

Quarterly 
government 
purchases 

Not imple- 
mented 
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Federal aqenc its 

Social Security 
Administration 

Federal Reserve Board 

D@partment of Defense 

~ Office of 
Ass iatant 
Secretary 
of Defense 

Recommenda t iona 

Explore collection of non- 
farm self-employment income 
data in proposed quarterly 
household income survey. 

Collect gross (and if 
possible net) rental income 
separately for nonfarm 
resident ial and nonresident ial 
properties in proposed 
quarterly household income 
survey. 

Modify new subannual survey 
of commercial banks to pro- 
vide tabulations 65-70 days 
after reference quarter and 
to dist inqu ish income from 
domestic and foreign entities 
(with Federal Deposit 
Insurance Corporation and 
Comptroller of the Currency). 

In deciding on continuation 
of demand deposit ownership 
survey, give priority to use 
in GNP estimates. 

Conduct periodic recon- 
ciliation on GNP by 
industry and industrial 
production index (with BEA) . 

Study feasibility of re- 
f ininq financial accounting 
required to identify exports 
under foreign military sales 
whoee transportation was 
arranged by the Department 
of Defense. 

Provide to BEA quarterly data 
on value of defense purchases 
from foreign suppliers d ivided 
between goods imported into 
the U.S. and those goods and 
services used abroad. 

Speed up progress payments 
data. 
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Estimates 
affected 

Quarterly 
nonfarm 
proprietors ’ 
income 

Quarterly 
rental 
income 

Quarterly 
corporate 
profits and 
net interest 

Annual 
net 
interest 

Annual 
constant 
dollar 
GNP by 
industry 

Quarterly 
net 
exports 

Quarterly 
net 
exports 

Quarterly 
government 
purchases 

Status 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 

Implemented 

Implemented 

Not imple- 
mented 

Not imple- 
mented 
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Federal aqenc ies 

corps of 
Enq ineers 

Federal Trade 
Commission 

Off ice of Manaqement 
and Budget 

Office of 
Informat ion 
and Regulatory 
Affairs 

Office of Federal 
Procurement 
PO1 icy 

Recommendations 

Tabulate total tonnage of 
domestic shipments by 
water carriers at 4-d iqit 
standard industrial 
class if icat ion level every 
quinquennial economic census 
year. 

Review possible speedup of 
work inq capital quarterly 
survey. 

Collect data on employer 
contributions to private 
pension, health, and 
welfare employee benefit 
plans as part of the 
quarterly financial report. 

Conduct annual survey of 
audited corporate profits 
and other selected financial 
items as supplement to 
quarterly financial report 
with tabulations available 
to BEA by mid-May following 
the reference year. 

Coord inate cant inu ing studies 
of seasonality by major 
statistical agencies. 

Provide budgetary reserve 
for carrying out essential 
survey on short notice. 

Organize interagency task 
force on possible uses of 
census of nonprofit 
orqanizat ions. 

Implement Federal data 
procurement system. 

Estimates 
affected 

Benchmark 

Quarterly 
change in 
nonfarm 
business 
inventories 

Quarterly 
supple- 
ments to 
wages and 
salaries 

Annual 
corporate 
profits 

Quarterly 
GNP 

Quarterly 
GNP 

Benchmark 

Benchmark 

Status 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 

Implemented 

Not imple- 
mented 

Not imple- 
mented 

Not imple- 
mented 
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Federal ,Home Loan 
Bank Board 

Federal Deposit 
Insurance 
Corporation 

Federal agencies 

Interstate Commerce 
Commise ion 

Recommendations 

Tabulate class II motor 
carrier data at same level 
of detail as for class I 
carriers every qu inquenn ial 
census year. 

Estimates 
affected 

Benchmark 

Assure cant inued tabulation 
of water carrier data. 

Benchmark 

Provide quarterly estimates 
of income and expenses of 
savings and loan 
associations. 

Quarterly 
corporate 
profits 
and net 
interest 

Modify new subannual survey 
of commercial banks to pro- 
vide tabulations 65-70 days 
after reference quarter and 
to distinguish income from 
domestic and foreign entities 
(with Federal Reserve Board 
and Comptroller of the 
Currency 1. 

Quarterly 
corporate 
profits 
and net 
interest 

Department of Energy 

Energy Collect annual data on Annual 
Informat ion oil and gas drilling and constant 
Administration exploration class if ied dollar 

by footage drilled and non- 
depth of wells (with resident ial 
Census Bureau 1. construct ion 

Speed up monthly data on 
electric and gas utilities. 

Quarterly 
corporate 
profits 

Status 

Not imple- 
men ted 

Not imple- 
mented 

Implemented 

Not imple- 
mented 

Implemented 

Partially 
implemented 

. 
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APPENDIX III APPENDIX III 

SUMMARY MEASURES OF REVISIONS TO THE DIFFERENTLY TIMED 

QUARTERLY AND ANNUAL GNP AND COMPONENT ESTIMATES 

1968-1980 

This appendix shows the summary measures of revisions cal- 
culated for the various and differently timed quarterly and 
annual GNP and component estimates. The 13-year period covers 
the first quarter of 1968 through the third quarter of 1980 
qenerally for the quarterly estimates and through 1979 for the 
annual estimates. Bias, relative bias, dispersion, relative dis- 
persion, and the range of revision are shown for quarterly and I 
annual estimates. Directional misses are shown for the quarterly 
estimates and the average percent of the benchmark level is shown 
for the annual estimates. The range of revision was calculated 
as the difference between the largest positive and largest nega- 
tive revisions. Except for the annual estimates' relative level, 
which is the average percent of the benchmark level, all of the 
measures shown are based on quarter-to-quarter or year-to-year 
.percent changes except where indicated as dollar changes. The 
summary measures are listed separately for the income and product 
side components 15-day, 45-day, 75-day, and first July quarterly 
estimates and 15-day, 45-day, 75-day, first July, second July, 
and third July annual estimates compared to latest available 
estimates, the 1972 benchmark estimates published in December 
1980. 
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mrmy Measures of CNP Revisions 

15-lby Fmduct Side Quarterly EMhates -red to Katest 

1968-1980 

GNP mponents - 
Quarterly P&at ive 

Perf3onal axismption 
expe!nditures 

)Ilrahle mods 
Ncm+urahle qoock 
.%Wht?fl 

Gram private dunestic 
investment 

Fired investment 
Ncmres ident ial 

structures 
Woducersq durable 

equipnent 
Residential 

Nonfarm structures 
Farm structures 
Prorkern ’ durable 

eclu ipnent 
Chanqe in tusiness 

inventories (note a 1 
Nonfarm (note a) 
Farm (note a) 

Net e 
T 

rts of qcods and 
sew, ces (note a) 

Exfxx-ts 
Ir$orts 

CWnmment. purchases of goods 
and services 

Feral 
Nat ha1 defense 
Mndefense 

Stbte and local 

GNP om&.ant (1972) dollars 

Inpl kilt price deflator 

50 - .15 - 6.12 .31 13.04 
50 - .22 - 10.46 .99 28.49 
50 - .12 - 5.57 .47 21.13 
50 - .14 - 5.40 .36 13.58 

50 - .53 - 22.63 1.93 45.49 
50 - .31 - 12.75 .89 29.75 
50 - .18 - 7.44 .95 33.94 
50 - .40 - 16.02 1.93 69.36 

SO - .08 - 3.34 
50 - .63 - 26.31 
50 - .61 - 25.51 
50 -4.45 - 65.37 

19 - .45 - lR.21 

50 - .5n 121.84 
SO - .34 101.20 
50 - .17 220.51 

50 -1.00 -123.27 2.61 56.94 17 19.90 
50 - .88 - 21.63 1.81 35.37 9 13.05 
50 - .40 - 10.10 1.68 30.27 6 9.96 

50 .OS 2.25 
50 .25 17.22 
50 .27 23.96 
50 .lO 4.16 
50 - .07 - 2.70 

50 - .13 - 18.30 .44 

50 - .09 - 5.60 .22 

Dif~persion 
Relative 

dispersion 
Direct ional 

misses 
hii) 

Range of 
reviJ3h-i 

.42 18.01 1 2.21 

2.18 
8.10 
3.08 
2.45 

1 
5 

1; 

15.92 
5.25 
5.50 

10.71 

1.28 41.73 2 7.39 
2.35 46.33 8 12.88 
2.33 44.90 6 13.97 

21.85 87.63 16 174.55 

5.00 177.79 2 21.21 

3.99 58.33 16 21.80 
3.92 56.67 15 24.60 
1.44 112.64 23 18.30 

.71 34.14 
1.42 62.56 
1.39 66.92 
3.52 72.82 
.58 22.87 

1 
13 

; 
0 

3 

0 

4.56 
10.71 
7.39 

19.98 
3.61 

40.00 1.99 

13.60 1.23 

a/Aver&qes in billions of dollars. 
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!Tumnary Measures of QJP Revisions 

&-by Fmduct Side Qbxterly btimates &pared to Latest 

1968-1980 

Quarterlv Relative 
cm ccqonents - ?ti%!z% 
GNP 

Persmal amsurpticn 
expenditures 

Illrable qmds 
Nondurable qcods 
Services 

Gross private ckmestic 
investment 

Fixed investment 
Nonresidential 

Structures 
Prcxbcers ’ durable 

=wiFment 
Ref?.identia1 

Nonfarm structures 
Farm structure8 
Prockcers' durable 

equipnent 
CSanqe in tu3iness 

inventories (note a) 
Nmfann (note a) 
Farm (note a) 

Net exports of cpods and 
services (note a) 

Exports 
Inports 

CWwmment purchases of goods 
arul services 

Federal 
Naticnal defense 
Ncndefense 

State and local 

CIJP amstant (1972) dollars 

Implicit price deflator 

a/Averaqes in hillions of dollars. 

50 

50 
50 
50 
50 

50 
50 
50 
50 

50 
50 
50 
50 

19 

50 
50 
50 

50 
50 
50 

50 
50 
50 
50 
50 

50 

50 

BiaS bias -- 

- .15 - 6.32 

DiSpet?3iCO 
Relative 

dispersion 
Directional 

misses 
hrnber) 

Range of 
revision 

.39 16.60 1 2.02 

- .ll - 4.67 .32 13.27 1 2.24 
- .18 - 8.50 1.06 30.51 7 7.14 
- .08 - 3.47 .44 19.68 0 3.09 
- .12 - 4.48 .34 13.09 0 1.68 

- .23 - 9.98 2.02 47.48 3 18.27 
- .14 - 5.70 .82 27.31 5 4.94 
- .04 - 1.67 .92 32.62 2 5.63 
- .04 - 1.80 1.68 60.15 8 10.08 

- .04 - 1.67 
- .37 - 15.54 
- .38 - 15.62 
-4.27 - 62.69 

.36 14.60 

- .35 83.98 
- .25 73.65 
- .lO 123.08 

1.25 40.93 3 7.14 
2.30 45.32 7 12.65 
2.34 45.13 6 14.03 

22.03 88.36 16 174.55 

3.67 130.39 1 17.44 

3.99 58.39 13 21.40 
3.86 55.86 13 23.80 
1.43 111.70 18 18.00 

- .71 - 87.62 2.08 45.50 
- .40 - 9.77 1.50 29.34 

.02 .42 1.31 23.61 

11 
5 
4 

1: 
9 

10 
0 

0 

0 

14.50 
11.19 

9.16 

.02 .98 .67 32.42 

.12 8.33 1.35 59.43 
.14 12.36 1.31 62.99 
.04 1.46 3.36 69.58 

- .04 - 1.67 .56 22.03 

4.58 
12.48. 

8.90 
20.95 

3.66 

- .09 12.70 

- .06 3.70 

.43 

.22 

39.10 2.16 

13.60 1.33 
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Summy Meaauree of CNF RfzviaiOn~ 

75-my Product Side Quarterly EBtimatea Chwmd to Latest 

1968-1980 

Ouarterly Relat ivc 
cm amponatJ3 

Giis!s 
CNP 25 

FeraoMl cxxlf3lmQth 
espenrl iturea 

t&able gooh 
Nrmhrable qocxle 
Servioae 

12 
12 
12 
12 

Groes pr ivap danest ic 
investment 

Fixed hveetJnent 
Ncmeetiefltia1 

Structures 
I'rochers' durable 

equipnt?nt 
Resi&lltia1 

Nanfarm structuree 
Farm etructures 
producers ’ durable 

BquWnt 
Change in tamineee 

inventories (note a) 
Nanfarm (notea) 
Pam (note a) 

12 
12 
12 
12 

12 
12 - .14 -551.44 
12 - .14 333.64 
12 -2.14 - 58.22 

12 .33 16.45 

12 
12 
12 

b&f2 exports of goode and 
S;ewicee (note a) 25 
~ exparts 25 
) Inports 25 

fhfmment~rchaeee of qoods 
dncl sarvicea 12 

Federal 12 
Nathaldefenee 12 
kndefense 12 

stateand local 12 

WP oonetant (1972) dollars 25 

&@licit price deflator 25 

Bias bias -- 

- .15 - 6.17 .44 17.53 

- .09 - 3.37 .20 7.25 
- .18 - 18.81 .60 17.23 
- .14 - 4.77 .35 12.41 
-.02 - .60 .34 11.22 

.oo - .23 
- .06 - 2.85 
-.02 - .60 
- .ll - 2.45 

- .04 - 1.63 

.31 - 27.61 3.33 39.12 

.42 - 36.17 2.37 27.80 
- .12 -200.00 1.78 182.91 

- .73 373.47 1.53 38.38 
- .44 - 11.98 1.29 25.41 
- .13 - 3.09 1.32 17.47 

- .05 - 1.96 
- .15 - 5.44 
- .18 - 6.45 
- l 02 - .74 

.02 .89 

- .14 - 22.50 

- .03 - 1.60 

DLspXSion 
F&at ive 

dispereian 

1.13 34.46 
.60 17.88 
.81 22.96 
.75 16.50 

1.00 29.27 
1.43 36.58 
1.56 38.43 

15.82 81.08 

4.87 192.19 

.46 17.78 
1.15 36.39 

.83 30.04 
3.36 55.66 

.33 13.68 

.45 

.21 

37.80 

11.30 

Directional 
miesee 
Giiiiza 

1 

10 

00 

0 
0 

8 

: 
2 
4 

1 

B 
4 

4 
3 
1 

0 
0 
0 
0 
0 

1 

0 

2.20 

.82 
3.54 
1.60 
1.75 

4.39 
2.48 
4.19 
3.00 

6.02 
6.41 
6.60 

69.90 

17.44 

10.40 
11.50 
7.80 

14.60 
7.91 
6.56 

1.79 
4.21 
3.40 

12.10 
2.10 

2.18 

1.21 

aJ@!ragee in billhs of dollars 
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SumNxyMeasuresofGNPRevisiars 

l&July Product Sine Quarterly Sstimatea Conpared to latest 

1968-1980 

CXP ozxqmrlente 
Quarterly Relative 

gKE!Js) Bias bias 

GNP 

Fersonalmurption 
expenditures 

INrahle qoods 
Nmdurahle qoods 
SerViCeI 

Grof~s private damstic 
investlnent 

Fixed investmsnt 
Nonresidential 

Structures 
Proclucers' durable 

equfpnent 
Residential 

Nonfarm structures 
Farm structures 
Pt-cxkcers’ durable 

equipnent 
mange in business 

inventories (note a) 
Mnfarm (note a) 
Farm (note a) 

Net exports of goods and 
services (note a) 

E~rtS 
Imports 

Governmsntpurrhases of gcods 
and services 

Federal 
Natimal defense 
Mndefense 

State and local 

GNP cm&ant (1972) dollars 

*licit price deflator 

39 

39 
39 
39 
39 

39 
39 
39 
39 

39 
39 
39 
39 

39 
39 
39 

39 
39 
39 

39 
39 
39 
39 
39 

39 

39 

- .07 - 2.91 

- .ll - 4.70 
- .08 - 3.14 
- .05 - 2.48 
- .17 - 6.80 

- .02 - .77 1.96 42.77 4 13.20 
- .ll - 3.61 .64 19.88 4 3.24 
- .13 - 4.83 .83 28.03 1 4.00 

.06 2.67 1.46 53.70 5 9.27 

- .23 - R.42 1.14 36.05 
.Ol .34 1.62 31.45 
.04 1.10 1.57 29.85 

-3.98 -52.87 17.94 63.74 

.03 5.24 3.99 67.61 

.06 14.29 3.90 61.37 
- .02 - 9.57 .78 90.24 

- .lO -25.33 1.53 45.43 
- .ll - 2.92 1.27 25.41 
- .12 - 3.45 .88 11.47 

.08 4.38 
- .Ol - 1.36 
- .04 - 7.12 
- .03 - 1.41 

.13 5.16 

.oo .oo 

- .07 - 4.90 

relative 
Dispersion dispersirm 

.26 10.99 

Directional 
misses 

GiiiiGz) 

0 1.92 

.28 11.72 
.97 29.26 
.37 17.38 
.36 14.04 

0 
4 

8 

1.32 
5.87 
2.33 
2.09 

2 
6 

94 

6.17 
12.43 
11.94 

184.44 

25.60 
24.00 

7.00 

11.90 
5.86 
4.67 

.41 21.96 1 1.18 
.96 50.46 4 4.75 

1.04 57.61 5 5.59 
2.17 52.28 6 13.96 

.48 19.07 0 2.26 

.31 

.19 

26.50 

12.00 

0 

0 

1.47 

.94 

Rangeof 
revision 

a/Awraqes in billions of dollars. 
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f%amulry Measures of CaP Revisicxm 

154by Pmluct Sine Annual t?istimates Qleared to &test 

1968-1980 

Annual Mlat ive 

expenditures 
lhable mods 

11 
11 

mtuhrabic qodle 
Serviaw 

11 
11 

Gross Private donaatic 
investment 

Fixsd investmsnt 
Nonresident ial 

st ructurea 
Fwxkers' durable 

WJIpnent 
Reflidentia1 

Ncnfarm structures 
Fam structurss 
prticem I hirable 

equraent 
Chanqe in hu3iness 

inventories (note a) 
Nmfatm (note a) 
Pam (note a) 

t&exfxxtsofgoodsand 
lservices (note a) 
~ Expxte 
: Inports 

cyvy$mwP~chaaee of qoals 

" Federal 
Nat ional defense 
tbdef ense 

State and local 

GNP amstant (1972) dollara 

ljrplicit price deflator 

5 

1'11 
11 

I’: 
11 

11 
11 
11 
11 
11 

11 

11 

- .47 - 4.88 .58 6.01 98.48 2.10 

- .50 - 5.11 .64 6.45 99.03 1.95 
- .75 - 8.03 1.05 10.76 99.76 4.85 
- .19 - 2.02 .66 7.25 99.93 2.96 
- .73 - 6.81 .93 8.60 97.95 2.38 

- .98 - 8.57 
- .80 - 7.10 
- .51 - 4.65 
- .26 - 2.40 

- .70 - 6.29 
-1.22 - 9.37 
-1.35 -10.29 
-9.24 -68.67 

- .16 - 1.64 

- .72 -82.29 
- .39 -76.79 
- .36 -97.50 

- .19 -23.08 .72 9.31 150.30 2.40 
- .89 - 5.21 1.35 7.92 100.00 5.90 
- .74 - 4.25 1.55 8.64 99.28 8.65 

.16 1.92 
.44 8.63 
.32 8.92 
.63 6.59 

- .03 - .32 

- .58 -18.40 

.lO 1.60 

il/Averaqea in billhs of dollars. 

95 

[ :’ 

R&at ive 
Diqers ion d isPers icm 

2.51 17.98 93.41 11.12 
1.04 9.09 94.61 3.52 
1.52 13.86 96.44 5.74 
1.17 10.85 97.10 6.46 

2.31 20.60 96.25 9.02 
2.06 12.08 90.07 8.13 
2.11 12.09 90.63 7.09 

20.88 103.10 83.26 73.21 

5.30 52.81 67.97 18.83 

3.32 44.08 90.89 16.30 
2.61 32.39 83.45 11.30 
1.46 59.19 81.70 6.40 

1.10 13.36 100.43 4.15 
.88 15.87 101.31 3.66 

1.12 21.37 101.04 4.35 
2.58 27.08 102.26 9.65 
1.38 13.01 99.76 4.76 

l 77 

.51 

22.10 97.80 2.51 

8.00 100.60 2.89 

Relative 
level 

(percent 1 

Range of 
revision 

:  

.).’ I  

. . I . , ,  

I ,  



APPENDIX III APPENDIX III 

!hmmry Measures of WP Rf7visions 

4%Qy Froduct Side Annual Egtimates Carpared to Latest 

1968-1980 

RJP axTponmts 
Annual Pelative 

Qw 

Personal o3nfMption 
expenditures 

lkahle qoods 
Naxlurable gods 
Services 

Grces private danestic 
invesbnent 11 

Fixed investment 11 
Ncnres ident ial 11 

structr1res 11 
Prock~cere @ durable 

equinnent 11 
Residential 11 

Ncmfatm structures 11 
Farm structures 11 
Ft~odllcers~ dur- 

able squipnent 5 
Cbnqe in kusiness 

inventories (note a) 11 
Nonfarm (note a) 11 
Fatm (note a) 11 

Net exports of gcxXls and 
services (note a) 

Elcports :: 
Inports 11 

“3wernmmtpurchases of goods 
and services 11 

Fsderal 11 
Nat-1 defense 
Nondefense :: 

State and local 11 

(Np amstant (1972) dollars 11 

Inplicit price deflator 11 

- l 47 - 4.88 .57 5.89 98.48 2.04 

- .49 - 4.97 .60 6.06 99.05 1.80 
- .70 - 7.51 .98 10.05 99.80 4.47 
- .19 - 2.08 .65 7.07 99.93 2.91 
- .72 - 6.63 .93 8.57 97.96 2.38 

- .98 - 8.58 2.37 17.00 93.43 9.93 
- .74 - 6.54 1.07 9.34 94.65 3.74 
- .45 - 4.15 1.56 14.28 96.49 6.00 
- .16 - 1.52 1.10 10.19 97.18 6.28 

- .67 - 5.97 
-1.43 - 10.99 
-1.29 - 9.86 
-9.24 - 68.67 

- .16 - 1.64 

- .81 - 92.71 
- .54 -105.36 
- .29 - 80.00 

- .41 - 49.45 .85 10.95 151.75 3.50 
- .76 - 4.48 1.29 7.59 99.99 6.10 
- .47 - 2.73 1.40 7.78 99.47 8.69 

.15 1.82 
.46 8.90 
.24 6.79 
.79 8.28 

-.Ol - .12 

- .58 - 18.40 

.17 2.70 

Mlative 
Dispersion ~ifpxsion 

2.35 20.99 96.28 9.71 
2.30 13.51 90.08 8.12 
2.09 12.01 90.65 7.29 

20.88 103.10 83.26 73.21 

5.30 52.81 67.97 18.83 

3.26 43.36 90.83 14.10 
2.45 30.36 83.28 9.90 
1.44 58.09 106.27 6.40 

1.04 12.67 100.43 4.00 
.93 16.82 101.32 3.56 

1.07 20.40 100.97 4.15 
2.74 28.77 102.38 9.20 
1.36 12.84 99.78 4.67 

.77 22.10 97.80 2.48 

.46 7.20 100.70 2.30 

Relative 
level 

(percent) 

Range of 
revision 

~/Jbmraqes in billions of dollars. 
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APPENDIX III APPENDIX III 

SLnmary Measures of GNP Revisions 

754hy Product Side Annual Egtimates Conpmd to Latest 

1968-1980 

CXP cmlQonent8 
Annual Iblat ive 

(~&$!!3$. eias bias 

GNFJ 6 

Pemlaxrawtian 
expenditures 

IWable gcods i 
bnchrahle gcds 3 
Services 3 

Grces private danestic 
invesMent 3 

Fixed investment 3 
Nonresidential 3 

Structures 3 
Prcxkers' durable 

wuipnent 
Residelltia1 : 

Nonfann structures 3 
Farm structures 3 
Producers I durable 

equipnent 3 
Change in txlsinesa 

inventories (note a) 3 
Nonfarm (note a) 3 
Farm (note a) 3 

~texportsofgoods and 
i services (note a) 
I Exports 66 
) InpJrts 6 

f2wernment purduasea of -9 
( and services 
) Federal ,; 
I National defense 3 

Nondefense 3 
State and local 3 

b am&ant (1972) dollars 6 

Inplicit price deflator 6 

- .51 - 4.80 

- .51 - 4.35 
- .61 - 5.68 
- s7 - 5.26 
- .43 - 3.40 

- 1.69 - 9.73 
- 1.18 - 6.77 
- 1.49 - 8.67 
- .Ol - .03 

- 2.43 - 14.44 
- .19 - 1.03 
- .lO - .50 
-15.83 - 04.23 

- 2.61 - 22.92 

- 1.50 - 78.95 
- .13 80.00 
- 1.43 - 70.49 

- 1.15 862.50 1.28 12.26 154.84 3.00 
- .92 - 5.28 1.87 10.72 99.62 6.30 
- .07 - l 34 1.79 8.67 100.07 8.79 

.22 2.35 
- .17 - 1.83 
- 1.11 - 12.36 
- 1.67 17.39 

.48 5.00 

- .56 - 19.60 

.ll 1.50 

Dispersion 
Relative 

dispersion 
Relative 

level 
(percent) 

Range of 
revision 

.70 6.64 98.36 2.05 

.51 4.35 99.92 .55 

.61 5.68 100.00 .70 

.67 6.11 99.62 1.31 

.79 6.16 100.17 1.46 

1.69 9.73 92.16 3.66 
1.18 6.77 92.53 1.97 
1.51 8.80 91.62 3.74 

.32 1.77 90.44 .86 

2.43 14.44 88.28 5.57 
1.00 5.31 94.54 2.81 
1.11 5.08 95.37 3.05 

19.53 103.94 85.56 32.23 

2.90 24.62 65.07 6.57 

1.83 36.91 87.69 4.80 
2.60 47.05 94.80 7.70 
1.43 62.32 - 11.18 2.90 

.33 3.47 100.33 .63 

.42 4.62 100.18 .99 
1.21 13.49 99.32 1.96 
1.67 17.39 101.89 1.90 

.54 5.65 100.41 1.25 

.77 

.40 

22.50 97.80 

5.40 100.60 

2.11 

1.89 

aJAverages in billions of dollars. 

97 



APPENDIX III APPENDIX III 

1atJuly Prcduct Side Annual Ultimates Carpa red to Latest - 
1968-1980 

cm cxmpnents 
Annual 

cs E&i 

mP 9 

Personalamsurpth 
expenditures 

tUrahle goods 99 
N!m&rable qoods 
Service8 99 

Gross private darmtic 
invastment 

Fixd investment 99 
Nawesidentia1 

structure6 9' 
Rcducem' durable 

equrwnt 9 
Residantm 9 

Nonfarm structures 9 
Farmstructures 9 
Prc&cersg hirable 

aqulanent 4 
Chanqe in tusiness 

inventories (note a) 
Nanfarm (note a) 99 
Fann (note a) 9 

Netexportsofgoodaand 
services (note a) 

Eqxxts ; 
Inports 9 

Govemmmtpurchases of goods 
and servicei 9 

Federal 9 
Natimal defense 9 
Mnclefense 9 

state and local 9 

QJP matant (1972) dollars 9 

I~@icit price deflator 9 

Relative 
level 

@z!t-cent) 

- .34 - 3.51 .51 5.25 98.88 1.63 

- .28 - 2.91 .48 5.00 99.44 1.30 
- .27 - 2.43 .62 5.59 100.53 2.13 
- .03 - .39 .50 6.05 100.05 2.55 
- .52 - 4.90 .79 7.41 98.50 2.33 

-1.06 - 8.22 2.24 14.15 94.05 8.21 
- .48 - 3.88 .82 6.61 95.07 3.15 
- .55 - 5.19 1.49 14.03 96.57 4.33 

.42 4.40 1.80 18.69 97.48 7.17 

-1.04 - 7.20 1.58 13.96 96.28 5.41 
- .13 - .76 1.43 7.76 91.35 5.51 
- .15 - .89 1.29 6.90 91.87 4.33 

.94 13.59 4.65 30.50 88.28 30.96 

3.42 35.36 6.20 64.11 26.86 13.22 

-1.29 -62.37 3.09 37.67 95.39 11.90 
-1.29 -87.88 2.93 33.25 87.56 11.30 

.02 3.77 .38 18.38 139.97 1.50 

- .09 
- .63 
- .66 

19.51 
- 4.50 
- 4.55 

2.20 
2.28 
3.01 
4.19 
1.21 

5.90 

- 9.20 

.40 5.14 134.48 1.60 

.72 5.12 100.38 3.66 

.76 4.97 99.63 3.36 

.17 

.lO 

.Ol 
.38 
.13 

.21 

- .54 

.55 7.24 100.48 1.95 

.68 14.31 100.84 3.00 

.65 14.34 100.72 3.34 
1.43 15.62 101.57 7.96 

.86 8.38 100.18 2.72 

.73 

.58 

19.00 

9.80 

98.40 

100.50 

2.11 

1.80 

Relative 
bias Dispersicm 

Relative 
dispersion 

Rmqeof 
revision 

aJAveraqes in billions of dollare. 
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APPENDIX XII APPENDIX III 

swmnary Measures of Qw Revishs 

2nd July Product Side Annual EMhates Qxpared to Latest 

1968-1980 

Annual 
mP cxqmnents et3 

cs%T b-i 

mP 8 

Peraona1mnswption 
expenditures 

hirable qax?s 
Nmchable qwde 
Service6 

Grcea private danestic 
investment 

Fixed investmnt 
Nonresidential 

Stnxtures 
Prockem' durable 

equipnent 
Resirh?ntia1 

Nonfarm structures 
Farm structures 
Pro&cers I durable 

equlaent 
Change in lxlsine6s 

inventories (note a) 
Ncnfam (note a) 
Farm (note a) 

~$et expart6 of qood6 and 
service6 (note a) 

EXprtS 
Inports 

8 - .08 - .90 .28 2.96 99.66 .71 
8 - .33 - 3.60 .37 3.77 100.85 1.20 
8 .ll 1.29 .33 3.98 100.09 1.03 
8 - .18 - 1.73 .67 6.33 98.85 2.35 

4 

8 
8 
8 

8 .11 - 4.09 .49 7.25 107.64 2.10 
8 .63 5.14 1.05 8.58 100.89 1.52 
8 .66 4.14 .93 5.51 100.24 6.16 

I Government purchase6 of goods 
and cervices 8 

Federal 8 
Naticnal defense 8 
Nmdefense 8 

State and looal 8 

GNP axiatant (1972) dollars 8 

Inplicit price deflator 8 

Relative 
Bias bias -- 

- .15 - 1.70 .24 2.72 99.08 .77 

- .60 - 5.96 1.70 12.52 94.14 4.89 
- .76 - 7.60 .76 7.47 95.27 1.76 
- .85 - 9.94 .92 10.73 96.77 3.42 
- .20 - 2.76 .98 13.29 97.60 4.73 

-1. .4 -12.12 
- .24 - 1.66 
- .17 - 1.20 
- .S6 - 3.49 

2.44 31.03 

.20 33.33 

.05 5.88 

.13 -52.63 

.03 .38 

.28 5.69 

.31 11.77 

.33 2.90 
- .17 - 1.63 

- .13 - 5.00 

- .Ol - .20 

Relative 
Dispersion dispersion 

1.19 12.70 96.45 4.57 
1.53 1.74 91.51 5.85 
1.25 6.16 92.11 4.82 
5.28 20.83 87.86 31.27 

9.39 119.25 29.07 27.44 

2.10 24.42 102.30 6.60 
2.13 23.29 98.68 7.00 

.13 4.88 108.44 .30 

.51 6.34 100.24 2.24 

.47 8.39 100.68 1.42 

.62 12.74 100.72 1.77 
1.14 10.05 100.74 4.59 

.77 7.31 99.97 2.86 

.37 

.35 

12.10 

5.70 

98.20 1.53 

100.90 1.64 

klat ive 
level 

(percent 1 

Rmgeof 
revision 

a-/Averaqes in billions of dollars. 
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APPENDIX III APPENDIX III 

SumlmtyMeaI3uresofmPRevisions 

3rd July Prcduct Side Annual Estimates Canpared to Latest 

1968-1980 

GNP cnponents 
Annual Relative 

(.s$?!$$ eias bias 

GNP 

Personal crxlsurption 
expfmditurea 

t&rable qoods 
Non&cable qoods 
.Services 

Gross private rlanestic 
inveshmt 

Fixed investment 
Nonresidential 

Structures 
PLToducers' durable 

equlanent 
Residential 

Nonfarm structures 
Farm structures 
Producers' durable 

equ*nt 
olanqe in txlsiness 

inventories (note a) 
Fbnfarm 
Farm 

7 
7 
7 
7 

7 
7 
7 
7 

4 

7 
7 

Netemrts of qax% and 
services (note a) 7 

Exports 7 
Inports 7 

Rmxnmentpurchases of qoods 
and cervices 7 

Federal 7 
National defense 7 
Nofdef ense 7 

State and local 7 

GNP amstant (1972) dollars 7 

Implicit price deflator 7 

Relative 
lwel 

(percent) 

- .lO - 1.20 .25 2.84 99.15 .97 

.05 .58 .29 3.12 99.74 .82 

.23 2.77 .47 5.36 101.14 1.78 

.11 1.32 .49 5.75 100.03 1.65 
-.06 - .57 .52 5.20 98.99 1.61 

- .56 - 6.92 
- .52 - 6.54 
- .59 - 7.29 
- .16 - 2.12 

- .84 - 10.01 
- .17 - 1.92 
-.04 - .47 

2.08 15.91 

-4.09 - 46.34 

- .23 -114.29 
- .24 - 58.62 

.Ol 7.14 

1.65 13.73 95.05 4.47 
.62 7.60 95.73 1.58 
.86 10.54 97.26 2.85 
.40 5.02 98.23 2.02 

1.26 15.03 96.78 4.40 
.97 6.41 91.79 4.23 
.81 5.16 92.41 3.49 

7.40 31.11 88.26 28.58 

7.92 89.72 32.13 21.55 

2.20 23.55 98.95 7.90 
2.21 22.43 96.48 7.90 

.Ol .51 113.46 .lO 

- .09 4.65 .46 6.97 106.27 2.00 
-.15 - .85 .64 3.71 100.38 1.75 
-.Ol - .04 .23 1.33 99.84 .92 

- .20 - 2.51 
- .lO - 2.92 
- .04 - 3.56 

.36 4.57 100.09 1.26 

.28 6.99 100.32 1.26 

.72 18.88 100.51 2.16 
1.38 14.57 99.84 4.08 

.45 3.97 99.99 1.35 
- .11 - 1.10 
- .26 - 2.27 

- .11 - 5.00 

.07 1.10 

Relative 
Dispersion disPerslm 

.22 8.00 98.40 .85 

.26 4.10 100.80 .93 

kmgeof 
revision 

a/llveraqes in billions of dollars. 
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APPENDIX III 
APPENDIX III 

c?G a.alpments 

Eklmnary Measures of GNP Revisions 
1%Qy Inarme Side wrterly Estimates Cbqmrd to Latest 

1968-1980 

OuarterlY Relat be Pelat iw 
.p!JE, Bias bkrs 

,- 
Dispersicn dispersion 

Ccnpensath of employees 
Waqea and salaries 

Government aId qovern- 
ment enterprises 

Qther 
Supphnentstowaqer,and 

salar fes 
mlayer amtr ikut icns 

for social insurance 
other labor inanne 

Frcprietms inoxne with 
inventory valuation adjust- 

ment 
Farm 
Ncdann 

Rental inmm of peracns 

Corporate profits with inven- 
tory valuaticm adjustment 

Rofita before tax 
Profits tax 1 iability 
Profits after tax 

Divi&nds 
Uulhtrituted 

profits 

Net hterest 

Nationq1 ina!m3 without capital 
consgcption adjusbnent 

8usint?r)s transfer payments 

Inclirqt kus inem tax and 
nontAx 1 iabil ity 

wxiidjies less axmnt surplus 
of qpvemnent enterprises 
(note a) 

Capita/l ametmpticn albmarwes 

50 
so 

so 
so 

so 

so 
so 

so 
SO 
50 

50 

0 
0 

0" 
so 

0 

50 

0 

so 

50 

50 

40 

- .17 - 7.37 
- .14 - 6.37 

- .08 - 3.68 
- .16 - 6.91 

- .a2 -12.35 

- .16 - 4.09 
- .72 -19.86 

- .69 -41.4R 2.41 06.47 10 14.13 
-1.80 -85.45 8.46 98.35 18 53.13 
- .08 - 4.92 1.21 59.51 7 5.70 

- .31 -14.73 1.44 58.38 3 16.12 

- .11 - 5.59 1.27 56.14 8 13.47 

- .62 -16.38 1.86 49.10 1 

4 

0 

12 

1 

12.89 

- .4l -16.54 2.12 76.52 

- .02 - 1.14 

- .09 -90.20 

- .s9 -24.19 

.25 10.57 

.24 10.90 

.34 16.70 

.28 12.15 

.S7 16.70 

.62 19.27 
.85 23.47 

.43 19.88 

.5R 

.80 

71.05 

31.83 

DhXtiarill 
misses 
bmber 1 

1 
0 

0 
1 

0 

1 
0 

Range of 
revision 

1.20 
1.29 

4.71 
1.63 

4.81 

6.97 
3.50 

18.89 

2.70 

11.00 

3.85 

a/l\w?$qC9i in billicm of dollars. 



APPENDIX III APPENDIX III 

6Jp anponents 

stlmnaty Measures of 61p Revisions 

45-my Iname Side Quarterly btimates Canpared to latest 

1968-1980 

Quarterly Relative 

alxlpmmtfa, of erployee!s 50 
Wages and salaries 50 

Governmsnt and govern- 
ment enterprises 50 

Other 50 
~lenents to mqes am! 

salaries 50 
hployer omtr ibut iax3 

for social insurance 50 
Other labor inams 50 

R-qxielxx-8' inonc with 
inventoty valuation adjust- 

ment 50 
Fann 50 
Nanfarm 50 

Rental inanns of persons 50 

Coqmrate profits with inven- 
tory valuation adjustment 50 

R-of its before tax 50 
Profits tax liability 50 
Profits after tax 50 

Dividends 50 
Lhdistritmted 

profits 50 

Net interest 50 

National inm without capital 
cmxmpticm adjustment 50 

L*lsiness transfer payments 50 

Indirect tusiness tax and 
nontax 1 iabll ity 50 

ah3idies less axrent surplus 
of goverment enterprises 
(note a) 50 

Capital memption allwances 48 

Bias bias -- 

-*12 - 5.17 
-.08 - 3.83 

-.02 - 1.06 
-.lO - 4.60 

-.41 -11.96 

-.12 - 3.72 
-.I2 -19.83 

-.31 -18.67 2.16 77.64 11 14.20 
-.75 -35.85 7.88 91.70 18 53.13 
-.04 - 2.45 1.17 57.43 8 5.68 

-.29 -13.61 1.46 59.26 4 15.31 

.07 3.31 3.40 66.39 12 20.40 

.21 8.92 2.60 48.15 8 16.56 

.61 34.4s 3.20 56.44 12 18.03 
-.02 - .70 2.68 47.78 10 16.98 
-.12 - 6.07 1.29 57.08 8 13.47 

.30 8.92 4.57 53.13 13 27.94 

-.56 -14.86 1.83 48.16 1 12.42 

-.14 - 6.11 .39 16.63 0 2.48 

-.39 -15.72 2.14 77.24 4 18.89 

.07 3.38 .44 

-.Ol - 7.84 

-.50 -20.40 

Dispersion 
Relative 

dispersion 

.23 9.72 

.22 10.06 

.29 14.31 

.26 11.38 

.56 16.31 

.61 19.10 
.84 23.36 

.46 

.85 

20.12 

55.47 

34.00 

Directional 
mh3es 
GiGiEa 

1 
0 

0 
1 

0 

1 
0 

Rmge of 
revision 

1.15 
1.23 

3.60 
1.53 

4.81 

6.97 
3.50 

0 2.99 

8 11.30 

1 6.95 

gheraqes in hillims of dollars. 
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APPENDIX III APPENDIX III 

Smnaty Measures of @II’ Ibvi~iOnS 

75-Qy Inaxne Side Qwterly BPtimatss Carpared to latest 

1968-1980 

mP anpnenta 
Quarterly Relative 

Carpensath of enpl0jees 12 
Waqes and salaries 12 

Covernmntandqovern- 
merit enterprises 

Other :22 
Supplenentstowaqes and 

salaries 12 
hplcyer mrtritutions 

for social insurance 12 
Other labor inaane 12 

Proprietors’ inaxne with 
inventory valuation adjust- 

ment 12 
Farm 12 
Nmfann 12 

Rfmtalinannf?ofpereons 12 

Corporate profits with inven- 
tory valuation adjustment 49 

Profits before tax 49 
Profits tax liability 49 
Profits after tax 49 

Dividends 49 
Lhdistrihted 

profits 49 

Net interest 12 

National iname without capital 
consurpt ion ad juetinent 49 

&I~iness transfer payments 12 

Indirect hsineSs tax and 
nontax liability 12 

IIlbsidies leas oJrrent surplus 
'of qovemnent enterprises 
(note a) 12 

Qpital oarsmption allowances 12 

- .08 - 2.76 .22 7.98 
- .ll - 4.43 .21 8.06 

- .18 - 9.41 .20 10.30 
- .lO - 3.54 .24 8.81 

.14 3.93 .30 8.83 

.22 7.04 .51 16.14 

.08 2.01 .35 9.33 

- .25 -11.96 
-2.76 -67.01 

.58 34.74 

- .06 - 1.76 

.15 7.83 

.31 14.32 

.55 34.73 

.21 8.14 

.07 2.25 

.72 22.68 

- .85 -17.46 

- .13 - 5.54 .40 16.95 

1.46 72.13 1.46 72.13 

.28 14.64 .33 15.28 

- .02 -11.11 

-1.06 -35.96 

I&lathe 
Dispers far d ispers ion 

1.68 51.06 
6.46 81.54 
1.50 57.55 

.86 25.37 

3.15 61.48 
2.60 48.72 
3.13 56.07 
2.65 47.71 
1.00 34.24 

4.60 53.92 

1.38 28.37 

.48 29.53 

1.06 35.96 

Direct icnal 
misses 

hGiii6z) 

0 
0 

0 
0 

0 

0 
0 

10 
8 

12 

ii 

10 

0 

Range of 
revision 

1.06 
.96 

.63 
1.21 

1.48 

2.69 
1.35 

8.30 
36.27 
4.24 

4.70 

17.29 
18.77 
lA.53 
19.57 

7.69 

32.41 

4.48 

2.49 

1.79 

.92 

7.90 

1.98 

c)Averaqes in billions of dollars. 
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ttalllmry Measurss of CNP Revisions 

1st July Inane Side Qwterly mtimates carpared to Latest 

1968-1980 

CNP axlponents 
Quarterly Relative 

Cuwensation of employees 
Waws and salaries 

Cove-t and qwenl- 
merit enterprises 

Other 
Spplewnts to waqes and 

salaries 
-layer contritut ions 

for social insurance 
other labor income 

39 
39 

39 
39 

39 

39 
39 

;; 
39 

39 

39 
39 
39 
39 
39 

39 

39 

39 

39 

39 

39 

Bias bias -- 

-.06 - 2.50 
-.03 - 1.16 

-.lO - 4.93 
-.Ol - .33 

-.33 - 9.70 

-.Ol - .20 
-.66 -18.39 

kqnrietors’ iname with 
inventory vsluat ion adjust- 
ment 

Farm 
Nonfat-m 

Rent.01 incorn? of persons 

Corporate profits with inven- 
tory valuation ad jusbnent 

Prof it5 before tax 
Prof its tax 1 iabil ity 
FTofits after tax 

Dividends 
uld istr itxlted 

profits 

Net interest 

Nations1 iname without capital 
cons-t ion ad jusbnent 

fhslness transfer payments 

Indirect h3iness tax and 
nontax 1 idbil ity 

sutxidies less aXrent surplus 
of qovemnent enterprises 
(note a) 

Capital cxxlsunption allcwances 39 

a/l\veraqes in billions of dollars. 

.27 11.92 
-.18 - 4.14 

.35 21.80 

-.52 -25.40 

.47 15.73 

.12 4.09 

.41 16.84 
-.06 - 1.96 
-.Ol - .57 

.40 9.71 

-.51 -16.29 

-.03 - 1.13 

-.46 -17.58 

.02 1.05 

.Ol 9.52 

-.28 -12.51 

Relative 
Dispersion dispersion 

.16 6.86 

.16 7.06 

.18 8.74 
.20 8.46 

.57 16.57 

.65 19.38 

.85 23.93 

Direct ha1 
misses 

Giisi6a 

0 
0 

0 
1 

0 

1 
0 

1.18 
1.23 

1.89 
1.15 

3.83 

4.84 
3.74 

1.60 58.27 
6.13 67.15 
1.06 59.90 

1.49 60.15 

8.67 
37.85 

5.40 

11.24 

2.43 45.60 
1.94 38.21 
1.93 36.58 
2.00 38.07 
1.28 58.02 

3.91 46.91 

1.42 44.57 

13.88 
9.81 

13.34 
10.84 
9.24 

21.34 

7.19 

.27 11.14 1 1.94 

2.11 72.19 3 17.25 

.30 13.76 0 2.21 

.36 45.45 6 8.70 

.66 28.11 0 2.71 

Range of 
revision 
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!Snmmry Measures of WP RevFsti 

15-Day Inaans Side Annual EBtLMtes Chripqred to Lateat 

m a2apawnts 
Annual 

cs 

chqmnsationoferployeee 11 
Wages and salarh 11 

Government and govern- 
ment enterprises 11 

Other 11 
!+u~lements towages and 

salaries 11 
hployer amtritzutiaU3 

for soda1 inaur&noe 11 
Other labor haxne 11 

Rqxietom' inaanswith 
hentory valuation adjust- 
ment 11 

Farm 11 
Nonfann 11 

&?ntalinanneofperl3ciuI 11 

Corporate profits with inven- 
tory valuation adjustment 11 

Rofita before tax 11 
Profits tax liability 11 
Rofita after tax 11 

Dividenda 11 
Widiatributed 

profits 11 

NC+ intereet 11 

Ndtima1 inmne without capital 
amsmpt ion ad jusbnent 11 

&~ainaes transfer payment8 11 

11Mirect t~sinefss tax and 
nontax liability 11 

t3l$x3idiefl lees aXTent surplus 
of qovemnent enterprises 
(note a) 11 

~pitalaxsunption allumncea 11 

1968-1980 

Relative Itslat ive 
Bias bias -- Dispersion dispersicm 

- .35 - 3.57 .43 4.33 
- .19 - 2.04 .28 3.06 

- .25 - 2.98 .61 7.19 
- .18 - 1.93 .33 3.53 

-1.63 - 11.18 2.14 14.62 

- .29 - 2.07 1.83 12.97 
-2.99 - 19.73 3.41 22.51 

- .70 - 9.31 
-4.29 - 36.47 

.32 4.73 

-1.86 - 21.68 

1.14 11.97 
.98 9.11 

2.19 27.06 
.15 1.22 

- .ll - 1.42 

1.53 9.44 

-3.39 - 21.92 

- .42 - 4.26 

-1.42 - 14.36 

.05 .63 .60 7.33 

- .23 -147.06 

-1.79 - 18.16 

Relative 
level 

(percent) 

98.93 
99.18 

99.23 
99.17 

96.99 

99.54 
94.57 

.95 
.99 

2.79 
1.29 

8.54 

8.53 
9.32 

2.36 28.45 98.88 10.62 
8.62 45.42 107.07 48.18 
2.11 31.04 96.30 10.57 

3.03 35.28 89.22 11.36 

5.52 37.85 101.69 20.32 
4.04 28.61 100.46 13.45 
5.20 47.82 103.75 22.54 
3.60 21.95 98.37 13.20 
3.45 43.40 107.01 6.50 

6.98 29.35 93.13 23.82 

5.37 34.76 92.77 17.03 

.50 5.06 98.50 1.56 

5.97 60.53 97.49 26.28 

99.12 

74.93 

101.75 

2.31 

.56 53.04 2.20 

2.30 23.36 7.22 

Rangeof 
rwisim 

$Averagea in billiaw of dollars. 
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SumMty Measures of (TJP Revisicms 

45-Day Inams Side Annual Estimates Ckqared to Latest. 

1968-1980 

CNP amfwnents 
Annual Relative 

clmpmsation of enplcyees 
Waqes and salaries 

Government and qovern- 
ment enterprises 

Other 
%pphnents towaqes and 

salaries 
hployer crxltributions 

for social insurance 
Other labor iname 

Rxprietors’ iname with 
inventory valuation adjust- 

ment 
FWIll 
Nonfarm 

- .62 - 8.33 
-4.08 - 34.71 

.34 5.09 

Rental incomeof persons 

;: 
11 

11 -1.86 - 21.68 

Corporate profits with inven- 
tory valuation adjustment 

Profits before tax 
EVofits tax liability 
Profit8 after tax 

Dividends 
Lhdistributed 

profits 

11 
11 
11 
11 
11 

11 

.95 9.97 

.78 7.22 
1.93 23.91 

.04 .32 
- .ll - 1.42 

1.23 7.56 

Net interest 11 -3.42 - 22.11 

National inmne withalt capital 
ccnslnption adjustment 

h~siness transfer payments 

Indirect business tax at-xl 
nontax liability 

.Mx3idies less anmmt surplus 
of qoverrment enterprises 
(note a) 

Capital conscmpticfi allowances 

11: 
11 

11 
11 

11 - .43 - 4.34 .49 4.97 

11 -1.42 - 14.36 5.97 60.53 

11 

11 - .23 -147.06 

11 -1.79 - 18.16 

- .34 - 3.41 .43 4.36 
- .18 - 1.93 .28 3.07 

- .24 - 2.87 .60 7.08 
- .17 - 1.84 .34 3.56 

-1.61 - 11.03 2.12 14.47 

- .28 - 1.96 1.82 12.86 
-2.99 - 19.73 3.41 22.51 

.07 .a4 

IIielat ive 
Dispers icm dispersion 

Relative 
level 

Qxm?nt 1 

98.94 
99.19 

99.24 
99.18 

97.01 

99.55 
94.57 

.98 
1.03 

2.79 
1.35 

8.40 

8.24 
9.32 

2.39 28.77 98.93 10.62 
8.49 44.75 107.24 48.18 
2.14 31.41 96.32 10.70 

3.03 35.28 89.22 11.36 

5.61 38.43 101.55 20.93 
4.11 29.15 100.29 14.10 
5.23 48.10 103.53 22.87 
3.83 23.33 98.26 13.42 
3.45 43.40 107.01 6.50 

6.97 29.32 92.85 24.95 

5.38 34.79 92.75 16.89 

98.49 

97.49 

99.13 

74.99 

101.75 

1.50 

26.28 

.61 7.37 2.31 

.54 51.30 2.00 

2.30 23.36 7.22 

Rangeof 
revision 

a/Averaqes in billions of dollars. 
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CNP axlpalents 

Smnmry Measurea of QlF Rwisims 

75433~ Inaxne Side Annual Estimates Carpsred to Iatsst 

1968-1980 

Annual 

ii!Ei%F Bias 

c!mpFmatiar of ~lqtses 3 
Waqes and salaries 3 

Governmsnt and qovern- 
ment enterprises 3 

Other 3 
Supplsments to waqes and 

ealar ies 3 
Rnplcyer axtritmt ions 

for social insurance 3 
Other labor inams 3 

Frqxietora’ Lncmme with 
inventory valuation adjust- 

ment 3 
Farm 3 
Nonfarm 3 

Rental inm of persons 3 

Corporate profits with inven- 
tory valuation adjusbnent 11 

Profits hefore tax 11 
R-of its tax liability 11 
R-of its after tax 11 

D iv Ldsnds 3 
UKlistrilMxd 

profits 11 

~ Net interest 3 

: Nat icnal in- withcut capital 
consmt ion adjustient 11 

k%~inses transfer payments '3 

Indirect business tax and 
nmtax 1 iabil ity 3 

s.ltx?.idies less aJrrent surplus 
of qovermnent enterprises 
(note a) 3 

Capital omsumtion allmances 3 

- .04 - .33 .32 2.67 100.12 .93 
- .18 - 1.56 .49 4.21 99.85 1.04 

- .56 - 7.19 .56 7.19 98.73 .62 
- .lO - .75 .55 4.38 100.13 1.34 

.76 4.94 1.09 7.04 101.64 3.25 

1.16 7.86 1.29 8.76 100.96 3.37 
.32 1.98 1.23 7.64 102.21 3.16 

1.30 
- 2.71 

2.23 

- 1.85 

.92 

.72 
1.85 

.Ol 
2.84 

1.28 

10.86 1.30 10.86 97.70 1.91 
-14.98 7.68 41.09 103.01 21.85 

21.60 2.23 21.60 96.19 4.72 

-12.73 2.18 15.00 96. se 4.60 

- 3.43 

- .42 

5.17 

9.68 5.51 37.80 101.52 22.31 
6.68 3.98 28.23 100.20 14.18 

22.93 5.19 47.80 103.43 24.31 
.05 3.65 22.22 9e.19 13.02 

27.50 3.45 33.33 106.26 3.00 

7.92 7.10 29.87 92.75 24.79 

-18.96 3.43 18.96 94.08 3.82 

- 4.32 

86.38 

.49 

5.17 

4.97 

86.38 

1.65 

4.49 

.56 7.40 .56 7.40 

98.50 

113.75 

100.07 .37 

- .57 

- 4.65 

- 80.95 .97 93.55 

- 36.61 4.65 36.61 

82.35 

94.99 

2.00 

1.61 

Relative Relative 
bias Dispersion dispersion 

Relative Range of 
level revision 

(percent) 

a/Averaqes in billions of dollars. 
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#GNP amQonents 

Sunmary Measures of QW Revisions 

1stJuly Inams Side Annual Estimates -red to Latest. 

1968-1980 

Annual 

i?k%E, 

(kmvensation of srplqrees 9 
Waqes and salaries 9 

Government and cpvern- 
mententerprises 9 

Other 9 
Srpplawnts tomqes and 

salaries 9 
hployer amtributions 

for social insurance 9 
Other labor inanne 9 

Prqx-ietors’ insane with 
inventory valuation adjust- 

ment 9 
Farm 9 
Nonfarm 9 

Rf!ntalhomu?ofpersons 9 

Corporate profits with invent- 
tOty valuation Mtjustment 9 

Profits before tax 9 
Profits tax liability 
Profit8 after tax 99 

DivitIenda 9 
h4 if&r ibuted 

profits 9 

Net interest 9 

Nahticmal incme without capital 
ccln5unptiol-l i?Klju5tment 9 

eUsinef3s transfer paymfmts 9 

Indirect tmsinass tax and 
nontax liability 9 

albeidiea lass OxTart surplus 
of goverment enterprises 
(note a) 9 

Capital omsmption allcwances 9 

Bias 
Relative Relative 

bias Dispersion dispersion 
Relative 
level 

(percent) 

99.22 
99.34 

99.29 
99.37 

98.12 

100.05 
96.29 

Range of 
revision 

- .I6 - 1.65 .22 2.29 
- .06 - .67 .19 2.09 

- .32 - 3.70 .42 4.80 
.Ol .15 .22 2.48 

-1.01 - 6.89 1.81 12.40 

.Ol .05 1.27 9.05 
-2.07 -13.67 2.40 15.87 

.60 

.63 

1.06 
.97 

5.74 

5.77 
7.36 

1.09 13.38 2.16 26.05 99.67 7.89 
1.36 9.63 5.37 27.72 109.12 17.28 

.41 6.08 1.78 26.36 96.39 8.59 

-1.91 -25.10 4.09 53.71 90.67 16.37 

- .42 - 3.56 4.14 25.65 99.38 13.84 
- .I4 - 4.16 3.04 20.75 98.86 11.31 

.83 9.58 2.44 20.21 101.63 8.58 
-1.27 -10.66 4.36 26.17 97.04 13.49 

.lO 1.36 3.68 51.64 106.83 6.50 

-1.37 - 8.53 7.43 29.41 90.35 22.91 

-1.36 -10.25 3.68 27.67 95.26 17.29 

- .14 - 1.45 .39 4.04 98.78 1.34 

-1.21 -11.46 6.39 60.53 98.29 26.96 

- .28 .46 5.27 99.35 1.43 

- .02 

- 3.17 

- 4.44 

- 9.55 

.18 18.39 87.00 1.10 

- .89 1.70 18.21 102.97 6.21 

a/l\veraqes in billicns of dollars. 
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mlP cxmpnents 

SumMry Measures of C?@ Rmisions, 

2nd July Incme Side Annual Eistimates w red to Latest - 

1968-1980 

Cmpensatim of eq-doyees 
Waqes and salaries 

Cnvernmmt and qovem- 
merit enterprises 

Other 
Supplenerd to waqes and 

salaries 
Ezrployer mntr ihut ions 

for .social insurance 
Other latxx inclane 

Prcqxietors' irxxme with 
inventory valuation adjust- 
merit 

Farm 
Wmfann 

pr?ntal inm of permns 

Caporate profits with inven- 
toty valuation adjustment 

Profit.8 before tax 
Prof its tax 1 iability 
Profit8 after tax 

D iv Mends 
LMistrikuted 

profits 

Net t/lterest 

NatMa inccnne without capital 
cxnysmtion adjustment 

Business transfer payments 

Indiw2t hrsimss tax and 
naitax 1 iahil ity 

Subsidies less cmmmt surplus 
of qovemnt enterprises 
(note a) 

Cap&al consumption allcmncea 

8 - .07 - .78 .30 

R 1.on - 9.71 4.24 

8 

8 

8 

a/l\vkraqes in billions of dollars. 

.OO .oo .15 1.68 
.m-l - .03 .09 1.04 

- .15 - 1.71 .25 2.90 
.03 .41 .09 1.05 

- .03 - .19 .92 6.63 

.36 2.95 .95 7.66 
- .41 - 2.66 1.21 7.94 

Relative 
level 

(percent) 

99.39 
99.42 

99.4R 
99.40 

99.10 

99.99 
98.31 

.60 

.32 

.75 

.30 

3.42 

3.32 
3.79 

- .71 -16.55 1.25 23.13 98.56 4.05 
.25 45.14 2.48 23.69 107.56 12.04 

-1.16 -18.22 1.24 19.17 95.82 3.37 

- .23 - 3.41 2.75 41.56 92.61 0.72 

.28 3.06 2.65 16.48 98.81 7.95 

.28 3.50 1.57 12.56 98.64 6.74 
- .27 - 4.29 1.61 15.68 100.54 5.29 

.86 9.60 2.78 19.50 97.38 12.00 
1.27 19.41 1.97 30.00 106.79 2.70 

1.64 14.19 6.35 28.97 90.17 26.37 

- .24 - 1.67 3.28 23.09 95.48 9.75 

3.40 

41.35 

4.46 

14.85 

7.99 

98.83 1.08 

98.70 14.34 

.27 - 3.15 .39 

.19 

.75 

99.58 

- .14 

- .35 

-52.38 84.15 

- 3.72 103.66 

1.08 

1.00 

2.37 

Relat. ive 
bias 
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Sumnary Measures of @If’ Revis ions 

3rd July Iname Side Annual Estimates CcnqareCl to Latest 

Qw a.mpontnts 
Annual 

7ssE, 

Gmpensatitn of erplqees 
Waqes and salaries 

Gavemment and govern- 
ment enterprises 

Other 
%pplments to waqes and 

salaries 
Fbployer contr Fbut ions 

for social Insurance 
Other labor income 

R-cpr ietors ’ iname with 
inventory valuation adjust- 

mnt 
Farm 
Nmfarm 

Rental inameof persons 

Corporate profits with inven- 
tory valuation ad jusbnent 

Prof it43 before tax 
Pro!its tax liability 
Profits after tax 

Dividends 
Lhdistrihted 

profits 

Net interest 

National iname without capital 
conslnpt ion adjustment 

Ihiness transfer payments 

indirect k8miness tax and 
nontax liability 

9hf3idies lass current. surplus 
of govet-ment enterprises 
(note a) 

Capital amsunpth allmances 

7 
7 

7 
7 

7 

7 
7 

7 
7 
7 

7 

7 
7 
7 
7 
7 

7 

7 

7 

7 

7 

7 

7 

~/Averages in billions of dollars. 

1968-1980 

Relative 
Bias bias -- 

.02 .27 
- a01 - .17 

- .19 - 2.20 
.03 .4O 

.25 1.80 

.19 1.41 

.35 2.39 

- .54 -10.60 
- .11 - 1.50 
- .78 -14.86 

.lR 2.88 

- .91 -11.88 
- .72 - 9.00 
- .16 - 2.49 
-1.07 -11.64 

.13 1.84 

-1.94 -16.81 

.61 4.02 

- .09 - 1.03 

.51 4.50 

- .04 - .42 

.oo .oo 

.30 3.60 

Dispersion 
Relative 

dispersion 

.15 1.68 

.09 1.05 

.23 2.57 

.08 .99 

.66 4.74 

.34 2.55 
1.13 7.85 

Relative 
lwel 

(percent) 

99.43 
99.45 

99.56 
99.43 

99.21 

99.66 
98.89 

Range of 
rev is ion 

.43 

.27 

.49 

.23 

1.93 

1.09 
3.55 

.77 11.94 98.83 2.91 
1.26 6.87 106.05 3.62 

.88 16.39 96.62 2.30 

2.83 45.10 93.49 9.48 

2.21 14.12 98.28 8.68 
1.30 9.80 98.11 3.97 
1.45 13.52 100.55 5.31 
1.65 10.84 96.40 4.36 
1.43 20.06 105.59 1.60 

3.29 14.06 89.02 11.71 

3.24 21.50 94.82 11.82 

.34 3.97 98.83 1.03 

1.78 15.76 99.57 6.75 

.23 2.69 99.81 .91 

.23 22.22 

5.79 

91.40 1.30 

.48 103.81 1.26 
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UNITED STATES DEPARTMENT OF COMMERCE 
The Under Secretary for Economic Affairs 
Washmgton. 0.C 20230 

OCT 2 1 1982 

Mr. Henry Eschwege 
Director, Community and Economic 

Development Division 
General Accounting Office 
Washing ton, D.C. 20548 

Dear Mr. Eschwege : 

This letter provides the views of the Department of Commerce on 
the draft of the proposed report, “GNP Estimates Have Small 
Revisions But Data Problems Exist: Improvement Efforts Need 
Better Management.” We appreciate your support of the GNP 
estimates, but have several serious concerns about the report. 

1. 

2. 

The two major recommendations of the report are 
questionable. The first of these is that BEA take the lead 
in work on the improvement of the GNP data. This 
recommendation should not be implemented without greater 
thought. We believe that it would be preferable to have 
the Office of Information and Regulatory Policy (OIRA) 
within the Office of Management and Budget assume the 
leadership role. Of course, OIRA could rely on BEA for 
technical advice. In our opinion, OIRA would be more 
appropriate than BEA because OIRA possesses the authority 
to coordinate statistical policy across agencies and it has 
less perceived bias. 

The second major recommendation is that BEA directly fund 
improvements in GNP source data. This recommendation would 
create fundamental changes in the way the Government’s 
statistical program is funded without any feedback on the 
desirability of these changes from Congress and the 
Administration. The recommendation might encourage 
agent ies -- despite admonishment to the contrary -- to 
shift resources from programs that supply GNP source data 
and to seek reimbursement from BEA to continue the 
programs. In those instances the Department would be faced 
with two options, both with attendant difficulties. If the 
Department were forced to seek new funding for existing GNP 
data sources, we would risk disapproval from Congress 
because of the increase in the overall budget total. The 
second option would be a transfer of the existing budgetary 
base for such work from other agencies to Commerce. 
Although the latter option may be preferable from our point 
of view, it also would require OMB and Congressional 
approvals which are always uncertain. 
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3. The report also makes two recommendations concerning 
analysis and evaluation of the accuracy of the estimates of 
GNP and its components, particularly in terms of 
revisions. While we agree that such analyses and 
evaluations are worthwhile, their limitations need to be 
kept in mind. Guidelines concerning the total error can 
only be stated in nonquantitative terms and are, therefore, 
of limited usefulness. This is because there are types of 
errors in the GNP estimates, as in all economic statistics, 
tnat cannot be quantifiea. While guidelines concerning 
revisions can be stated in quantitative terms, they also 
are or only limited usefulness. They can help in the 
identification of estimates that need improvement, but they 
have many shortcomings. For example, estimates that are 
never revised because their source data do not improve over 
time escape the net of the revision criteria. Also, one 
should note that there are only twenty quarters in the five 
years between benchmark revisions. Tnis number of 
observations may not be enough evidence to determine much 
about changes in the reliability of the estimates. Thus, a 
full scale review may be more appropriate every ten years 
ratner than every five years. 

4. 

5. 

The proposed report discusses the extent to which the 
recommendations of the Advisory Committee on GNP Data 
Improvement have been implemented. As a result, the report 
focuses exclusively on the need for improved source data 
for the existing GNP estimates and how cutbacks in source 
data due to budget stringency are damaging the estimates. 
It does not recognize the greater damage to the usefulness 
of GNP estimates caused by a slowdown, or cessation of 
developmental work. 

Tire proposea report implies that improveu source data will 
lead to improved estimates. However, the connection 
between the two is by no means obvious. Many of the 
Advisory Committee's recommendations relate to the 
improvement of annual historical data. In contrast, much 
of the report's interest, quite appropriately, is in the 
improvement of recent quarterly estimates. There is little 
connection between improving annual historical source data 
and improving these estimates. For example, no amount of 
improvement in the S-year economic census data used to make 
benchmark estimates of GNP will improve the estimates of 
the most recent quarters. The essential feature of 
quarterly estimates is quarter-to-quarter change (rather 
than level), and estimates of change must be based on 
source data that are not related to the source data 
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collected in the economic ceniwsesl Moreover, data that are 
affordable to collect and that would significantly improve 
estimates of recent quarterly changes in GNP and its components 
are difficult to provide. 

I hope these comments will be useful to you in preparing the 
final draft of the report. 

Sincerely yours, 

Robert G. Dedcrick 
Under Secretary for 

Economic Affairs 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON. D.C. 20503 

Mr. William G. Anderson 
Director 
General Government Division 
U.S. General Accounting Office 
Washington, D.C. 20548 

Dear Mr. Anderson: 

This is in response to your letter of September 1, 1982 
requesting the Office of Management and Budget to review and 
comment upon your draft report, "GNP Estimates Have Small 
Revisions, But Data Problems Exist: Improvement Efforts Need 
Better Management". 

The draft report confirms our belief that many needed 
improvements affecting the revisions of GNP estimates have been 
made, and the report's identification of specific GNP components 
which still undergo substantial revisions will be useful in 
further improvement planning. In addition, the report expresses 
concern that a number of particular improvements which were 
recommended by an OMB advisory committee in 1977 have not yet 
been completed and urges greater attention be shown to setting 
priorities among these recommendations. While pressing for 
further improvements is constructive, funds requested for many of 
the improvements were denied by the Congress for FY 1977-81, as 
the draft report points out. Moreover, budgetary realities today 
necessitate taking a harder look at the merits of making those 
further changes which five years ago may have appeared useful. 

We are, I think, in basic agreement about the role that OMB's 
Office of Information and Regulatory Affairs (OIRA) should have 
in overseeing the implementation of the 1977 advisory committee's 
recommendations. This oversight encompasses statistical budget 
priorities for implementation of the recommendations, interagency 
coordination of the implementation efforts, creation of 
guidelines for acceptable margins of error for estimates of GNP 
and its component series, identification of data user problems 
with GNP estimates, and, finally, flagging of proposed changes in 
surveys which collect data for the GNP accounts. 

I also agree with GAO's recommendation that the Department of 
Commerce should take the lead in managing GNP data improvement 
issues because of its dual role as data compiler for the GNP 
accounts at the Bureau of Economic Analysis and as data producer 
for many of the GNP component statistics at the Bureau of the 
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Census. BEA properly is responsible for identifying and 
justifying those data improvements which would have the most 
overall impact in improving the GNP estimates. OIBA can evaluate 
such proposed improvements in the context of other statistical 
budget priorities. This lead role for Commerce should also have 
the desirable effect of strengthening BEA's contacts with the 
producers of data needed for the GNP accounts. 

In reviewing the reliability and adequacy of the GNP estimates, 
the GAO report relies almost exclusively on measures of revisions 
to the GNP estimates. Thrcugh this process four GNP components 
with sizeable revisions are identified as series which should 
receive high priority attention for data improvement. The GAO 
report also indicates that personal consumption expenditure for 
services and state and local government purchases are components 
of questionable reliability because of their use of projections 
based on past changes in lieu of quarterly data. It should be 
noted that many potential data problems in GNP components would 
not be detected by examining measures of the size of revisions. 
For example, deficiencies in the source data, adjustments made 
for inadequate coverage, biases introduced through imputations 
for missing data values, and definitional differences in source 
data and the information necessary for GNP estimates are 
nontrivial weaknesses which should be reckoned with in 
identifying those GNP components most in need of data 
improvement. Thus the GAC repcrt provides only a partial basis 
for setting data improvement priorities. T.hat is, whether 
several component series that were not highlighted in the 
report--e.g., wages and salaries, nonfarm proprietor's income, 
and single-family residential construction--are any more or less 
in need of attention than the components singled out by the 
report is not clear. 

The GAO report leaves the impression that the 1977 advisory 
committee did not develop priorities for data improvement 
recommendations, and that the Office of Federal Statistical 
Policy and Standards did not develop corresponding priorities in 
the annual agency budget review process at OMB. Priorities were 
developed in both cases, and references should be made to their 
existence as well as to their limitations. 

The GAO evaluation of the 1977 advisory committee's 
recommendations would be more useful if it related more 
systematically to the committee's report. In particular, Chapter 
1 of that report highlighted the more important of the 
recommendations in each of five categories with a designation of 
t;he agency responsible for specific data improvements. An 
i:ndication of the extent of implementation efforts in each of 
these categories would be valuable. In addition, there was a 
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list of important general recommendations at the end of this 
chapter to which there was no specific reference in the GAO 
report. 

More detailed comments and suggested textual changes are attached 
in the interests of clarifying particular sections of the draft 
report. (See (240 note.) 

Enclosure * 

CA0 note: OMB's detailed comments and suggested textual changes were 
considered in finalizing the report. A substantive comment 
made by OME3 regarding our recorrnnendation on page 63 
that BFJl budget for GNP improvements needed on a reim- 
bursable basis that would primarily benefit GNP was that 
any such reimbursements should be subject to CM3 approval 
in the annual review of agency budgets. 

* We did not include the enclosure as part of the reprt. 

(275157) 
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